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FULL  EMPLOYMENT  AND  BALANC15D  GROWTH  ACT  OF^ 

1976 


TRIDAY,  APBIL  2,  1976 

■  .  ■   /  ■    ■ ' 

"  ,         HOTJSB  OF  RePRKSENTATIVTCS, 

^  SuBcoMMxiTKE  OX  Manpoaver,  Compen'sation,  ani; 

He^vltIi  and  Safety  OF  TiiE  CoMMixTEE 
*      ,    .     ,  oK  Education  AND'L.vBOR, 

"     •  '  wLshington.D.C, 
The  subcoinmittee  met,  pursuant  to  notice,  at  10:05  a.m.  in  rooiQ 
2261,  Raybui-n  House  Office  Biiilding,  Horn  Do/ninick  V.  Daniels' 
-pre.siding, 

Moniboi^s  present  i  Representatives  Daniels,  /  O'Hara, .  Hawkins, 
Rord,  Meeds,  Beardj  Quje.  and  Sarasin. 

Staff  present:  DanieMvnvit,  counsel;  Saral^  Schwartz,  research 
assist^)at ;  NafhaniebSemple,  minority  jcourisel. 

Mr.  Daniel^.'  The  gubcommitte  on Manpower,  Compensation, 
Hefalth  at\d  Safety  willJbome  to  ordcn*.  .  / 

This  morhing,  the  subcommittee  on  Manpower,  Compensation, 
Health  and  Safety  comiinenGes  its  hearis^gs  on  H.R.  50,  the  FulloEm- 
ployimmt  and  Balanced  Giwth  Act  of  l&7e.  This  bill  is  unique  and 
a  vital  piece  of  legislation. 
;  .  H-R.  50  is.  unique  because  it  embodies  both  the  new  concepts  of 
national  economic  planning.  JH[.R.  50  is  vit^l,  because  it  has  been 
specifically  designetl  to  address  the  Nati|!)n's  most  compelling  and 
tragic  probjcni  of  emploj'ment.  ^      '  •  / 

Congressman  Augiistu^  Haw'kiiia,  thtf /distinguished  chairman  of 
the  Efjual  Opportunities  Subcommittee,  who  is  on  the  dais  this  morn- 
ing with  me,  nas  devote<t  a  considerable  amount  of  time  arid*  effort 
to  the  development  of  the  l^ill  before  us  today.' I  know  all  of  the 
membei-s  of  rny  subcommittee  join '  with  me  in  congratulating  Con- 
gressman Hawkins  for  the  comprehensive  legislation  his  subcom- 
mittee has  piT>duce<l.. ,      '  '  . 

I  support  the  working  goals  of  H.R.  50.  Our  subcommittee  will  now. 
develop  its  efforts  to  a  fnither  inve^stigation  of  the  economic,  social, 
^and  human  aspects  6f  the  problems  that^this  legislation  is  designed 
to  soH'e.      *  . 

Manpower  jiolicy  has  been,  and  continues,  to  be,  a  primary  focus 
of  this  subcommittee  and  wcwil^  exahiine,  wtith  particular  attention, 
the  manp<>\ver".policy  concepts  of  this/Tfegislation.  Our  efforts  will  be 
constiiictive,  our  ivcoinmendations  \yill  be  realistic. 
.  Millions  of  jobless  Americans  ar^  counting  on  us  to  do  something 
positive  about  their  plight.  We  intend  to  do  our  part  to  insure  that 
the  goals  of  H.R.  50  are  iT-alized.      -  . 

We  agree  that  the  goals  of  full  employment  and  economic  growth 
must  be  a  full  reality.  .  ' 

[Textof  H.R.  50  follows:]  - 
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Mra  CONGRKSS  \ 
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[R€F>ort  No.  M-1164J 


UDionCaiQndarjNo.61^ 

H.  R.  51 


IN  THE  HOUSE  OF  REPRESENTATIVES 

jANtjARY  14,1975 

r,  HawkJns  (for  himself  and  Mr.  Reu6s)  introcluccd  the  f oUowin^^  bin ; 
which  was  referred  to  the  Ck)nimittee  on 'Education  and  I^bo^     *  ' :  . 

:.       ■     ,  May  ^4, 1976  - 

/  Reported  with  amendments,  committed  to  the.Committee  of  tKe  Whole  House 
on  the  State  ^of  the  Union,  and  ordered  to  be  printed  ■  ' 

[Strike  out  all  after  tbe'^ena/ztins  dausp  and  Insert  tUo  part  printed  In  Italic] 


;  A  BILL     ■       ■  : 

To  establish  a  nationar  policy  and  nation wi'de' machinery  for 
j^ruarantveiiig  to  all  adult  Americans  ahle^  and  willing'  to 
*  work  |he  availabiHty  of  equal  opportunities,  for  useful  and 
rewarding  employment^  .  .: 

iBe  it  enacted^  by  the  Senate  and  House  of  Represenia- 

2  tivesof  the  United  States  of  America  in  Congress  assembled, 

-       -   •    ■  ■         ■ ,  .  "        ^\  ' 

3  Biionr  TiTiiii;  :  , 

4  ' .  SnOTlON  1.  T^iio  Act  mny  bo  oitod  go  the  ^^Equal  Oppor:. 
lunitjr  cyid  Full  'EmplojonoTit  A^t'\ 

.  ^  ^    ,    '  pboTjAnATiON  or  roiiioY  ^ 

Sec.  3.^  (a)   The  ^  Congrooo.  hereby  .dccfarcn  that  »ll 


/ 

/ 


3 


1  o(\m\  oppurtunitioo  I'ui  uuuful  puij  c'liiplpymoiit  at  fair  mtoa 

3,         (I))  Thu  froo  oxorotn^.of  tliit;  right  hy.uyory  xVniorinttn, 

ifrt*»i{>tu:ttvo  of  tluk,  ii^o;  raoo,  uolon  loligioii;  or  national^^  --^  ^ 

o  origin^  ij  ort^oiitidl  't^^^[Ul^]cul^l  Kia>rtioO|  iM(livi(lm>l  ckvolop' 

6  •  nioiits  the  provoiition  uf  iii]litti(ijieiry  ollortu^^    and  buttle 

'  ^7  iiookii,  and  tho'svoll  )>oiiig  of  taiinlion,  ort^aniiititionn,"  the  na 

8  tioaal  oouiunny^  and  t^uoioty  uo  h  wholo.  ^  " 

9  (o)  Only  iindor  ounditiono  of  jyciuihio  full  omployiuont 

10  and  uoiifidoiiQo  in  ito  uoiitiiumtion  h  it  pooniblo^to  oliminoto 

11  the  bia»')  projudioo,^dii''Oriniinatiou,  and  foar  tlmt  Imvo  rouuUod 
12.  in  imo()ual  oniployniont  undor  iuio([uol  oonditionM  of  wonion^ 

13  older  pooplo,  youngor  pouplo,  and  incnibciu  ol  racial,  oth  ^ 

14  nic,  natioaal,  or  religious  minoritios, 

15  (d)  To  tbo  oxtout  that  Amerioana  Inay  not      able  to 

16  oxoroioo  thio  right,  (1)  tbo)oom)try  ij  deprived  of  tbo  larger 

17  supply  of  goode  and  corvieor.  niado  avaI|dblo  undor  oonditiono 

18  of  gouuirio  full  oniplo3«niont|  of  tho  trainod  labor  power  pro- 

19  parod  to  produoo  needed  goodt;  and .  &orvioon>  and  of  tbo 

20  larger  tax  rovonuon  rooo'ivod  at  all  lev  el  r.  t>l  government,  with 

21  out  any  tthungo^^.  in  tax  rato>i^  undor  (^onditioiifi  of  gonuino  ' 
'22  full  einploynient^  (*2)  inflationary  tihortngoc  and  bottlonooko 

23  "  aro  croatody  (3)  tho  job  muturity,  wag€>s,  Bfllariotj,  working  . 

24  oonditiou>V  and  .proibu^tivity  of  eniplo3rcd  poople-aro  im- 
.25  paired,  (  i)  faniilicg  nrc?  disrupted,  (:^)  individuals  aro  do- 
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1  pyivod  nf  nnlf  rnnpnnt  nnJ  nfntiy.  r^fj^^j-,  and  (6 )i  pliypj  ' 
3  promotod^ 

(o)  It  in  tho  roppg^niluliry  of  the  Fodoj-QrCovoriiincMit  uy 
^   ^nforoo  thic  right,  to  riulrorriruoh  jinrt'nml  pnVojit  doprivft-. 
^    tionn  and  impairnicnto  of  tliio  pin»ht>to  the  iriq?iinmm  cKtonI 
-      t^Qoihlo,  and  to  provcnt  ijueh  doprlvationn  nud  inipaii'mcnr^  :  ^ 
8(^in  the  fjifnro  hy  do^ryl?^ping  and  actiniuiiitorinnr  moh  pojioiur. 
^   and  programn  nn  nmy  ho /lot-dod  to  attnin  jiiid  maintnhi 
10   uino^full  dmplQ3rniint> 
.         -    .'4^1^'  '^^^^'^^  ^^*^^r  '^tUioiml  oooiiomio  gnQlci  nn  prioo  otniiilliy 
^2    ftrir]  (I  ftivorflhiu  balunoo  of  paymcnto  A\a]\  ho  purruod  with  | 
outWuinlifying^  liniitiiig^.ooinpruiiiinin'g,  ur  uiidcrn^iuing  tlic 
rights  tmd  ■guQrantuoG  oetohli^^hod  in  thio  Act-. 

.1^       THE  FULL  I3aun.0YMlj>.'T  AND  l>ItOpUCTTO>f   lUIOUHA?.r  ' 

,  I^  ,  Tho  Eoonomio  K<>por{D  of  tho  Prooidi'nt 

^fic.  u.  (ii).  In  hip  or  hor,ooononiio"  report  to  tho  Con  • 
18-  g^reff  purnuiut  to  tho  Kmph>vniont  Aot  of  1010.  on  ainondod 
(i6  U!S.C.  101^2) ,  tho  iVondont  nhulK  with  tlto  grrii  tanco  of 
»  20;  -the  Coiinoilmf  Eofmoniio  Advirorn^  tmnomit  uvory  \o€i\\  and 

21  rogulorly  rt>vi>:o  nud  updnto  ovory  nr.  nionUir.,  a  full  oniph>v 

22  iniant  and  prodwotion  program,  hc^th  long  rango  and  nhort  ' 
rft'ngo,  \vhich,  in  ftdditiou  |o  tho  .rofiuirt^monte  of  nootion 

24    10aa(a);of  titUi  r5,  Unitod  Staton  Cndo,  rhall  not  forth  in 
2*>  ^  PHmmnrv  and  dotail — ^ 
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both '  pri.v<U'0  uiid  publiu^  roquirod  to  moot  htjiimu  and 
iutianal  um4kUm  iiiuludiii'^'  hui  uoi  limitcid  to  food,  itbora, 
raw.  rurttorirtlig;  t^norgy  ro»'>ouix'ot.>  produotiou  {aoilitiot;, 
lio»i>iutf^  ooutuuHor  goodii,  utilitioi>.  triuuportation,'  dij » 
tril>nti»>nt  oonununioatiot^  day  miv  ft^oilitiotj,  oduoation, 
liMitUi),  u'idtrtroi  artb'.tiu  ^titd  oultiutd  Hotivitioo^  imm 
tUio  and  toohiiolotfiu<d  ronc^tu'h,  oud  gcuonil  govonunol^t 

('2)  tlio  otitiiiHitod  lovolti  .and  t-ypofr  ol  paid  oiaploy 
nuutt,  bath  \mn  tinio  and  full  tiino,  roquirod  to  provido 
tbo  vohnno  of  ^j^ooJv.  a»d  tnu'V.ir<.'M  >.ot  forth  in^p(\nigraph 

4*1^  •  v'        ,  ■  . 

(o)  tho  ot-thjiabi^d  lOvrfficof  oxponditurot)  for  invo'it 
in^ut,'  <u)ittiu»i]>tio»,  and  oUi^ir  )>ur[)ono>;,  both  [)iivHto  nnd 
pubhO|.  noodod  to  pro>  idii  tht»  I^vmU.  and  typ^>i  of  paid 
oinployntent  tini  i^ilx  iu  puragriiph  (2)  ; 

(4)  — whatovur  oh  if  to  in  ontput/  oniployinoat^  and 
oKpoiiditnro  paltorn^.,  or  ap])ropnato  uKpant.iont>^in  Mo 
ftirabla  aU.i>rnaTi^'4)  atUivitiing  or  fat!iliti4>>i,  whirh  may  bo 
roquirftd  to  fHuliUit4?  ittft.'u>>^ary  rcdufctitiay  aud  oonver- 
oionij  HI  military  and  otlior  indu>itrial  aotivitioiMor  facili 

(5)  ft  fall  and  dotailod  roviow  of  aotiono  attomptod 
or  ftOQomplitJiod  uindor  thit?;  Aot  and  whatovor  oliangoo 
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1  in  ndmiinntrfttivo  polioiw  and  loginlation  mny  bo  iieodod 

2  to  aohiovo  'thc  ol)jcctivca  get  fofth  in  paraj^pgph.r^  (l), 
-     ■  ^  i^}^  ('>)»ftml  (1)  nf  thiohootioniand  . 

(<>)  <ft  roviow  of  niu'h  rolntod  ooiiridorQlionn  uu  prioo 
k»vo]p,  ifitoniatioiml  trado,  onpirnl  o?cport  and  inipopt, 
<>         »x<'hHrigu.  ralov,  the  ooncoiitration  of  ooonoinlo^ power, 
7  c      tl)o  orAohi  of  iimnopoli^  tin  or  oli|ropnlir,ti(' >crmUrol  ovor ' 

^  vanoun  nmrhotr,  and  tho»]ovo]^,  and  dir.trilnition  of  in 
{}     '    coHu;  and  wealth,  vjud  of  wagtV;  salarinr,  and  proportj^ 

10  .       inoome.  .  ' 

1 1  Tho  Labor"  Koporto  of  the  rrc^iident 

1-  (b).Tho  annual  niattpowor  rcport^^  of  tho  President 

r^>  (pann^ant  to  d2  U.S.C.  2571)  .ohall  bcnooforth  - ])o  callod 
H  ibo  Lalxtr'T^ oporto  of  riio  Pronidont  and^  in  addition  to  tlio. 
l'>  roqniron^ontn  not  forth  Jn  puboootion  (a)  and  in  nootion  0574 
of  titlo  J2j  T'nitod  gfator.  Codo.  r.hnll  provi'do  dotaihMl  (\Hv^ 
"J"^  <i<Mt  on  a  oont inning  aiul  proj^ro^^nvoly  analytioal  bahir.  to. 
1^  (1)  tho  (^liiuiging  vohunc  and  oompo^^ition  of  tho 

19  Ani,orican  labor  pupply^  by  ninjor  aroao  6(.,tjfio  oonntry, 

20  with  opooial  ompho^iD  on  tho  total  mimboi'''6{  pboplo  able 

21  arid  willing  to  work  undor  vd^jtij^j^rOofiditionB  of  romu 

22  noratSon  and  ouitability,  tho  oxtont  of  ■varioito  formo  of  in  ' 

23  voluntary  iinomploym<>nt  and.  nnderomployn^oftt — (ifr- 

24  oluding  thof,o  not,  working  or  f.t>oking  to  work  but  ablo- 
and-  willing  to  vrork  if  Kuitahle  opportunitioc  woro  prp 
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piit^tuU,  and  i>rot'i»iH«tlvo  t)lu^rtfallri,.iii  privaj^  oml  pulilio 
oinplovlnont  oppot'tuiiiliioi^,  the  iiypact  of  iiK>birity  ami 

4  immigration,  ftud  the  volunio  of  national  pnyluot  .loot  by 

')  ruuh  waot-o  '01'  inonlltolt'nt  \v^^^  of  avftilable  labor  in^wcr; 

G    ■  (2)  tbo  lof'tj  of  pi'oiluotivo  labor  powol^  tojgetbor  witli 

7  ti^r.ooiatod  lo»jt  production,      a  'rof'uU  of  diiiHTintination 

8  on  tbojuuio  of  tK^x,  ago,'  raoo,  t'o)or,  roligion,  or  national 

9  origin  j    \  ' 

10  tin;  iR'cd  for  grcotor  oppurtunitioij  for  part  time 

11  ^  pftid  oniployniont  witli  rolatod  fringo  bono{itr>  and- job 

12  ^  ^^(jurifc^'^rotOQt  ion ; 

K>  '     ( \\  tho  impVuationri  of  coniiiuiing  full  omployniont 

14  for  pot.'nib]o  incroatot;  in  v*duntary  luiKuro  for  rodiiotionp 

l-'3'  in  tlio  daily^  wookly^  monthly,  or  aimnol  honrM  of  paid' 

lt>  work,  for  fle?iibl(*  work  ['olicduU';'.  for  paid  vacation;i  and 

.  IT  i.abbali('ah'^  and  for  nnao  o?;tou>-ivcv  conibinatinnp  of  odu- 

1^  cation  and  omploymenii 

19  (5)  ^tho  agpooiatod. problems  of  tho  nature  and  en- 

20  vironmont  ol  work^  tho  quality  of  work,  oarocr  oppor- 

21  /  t^umUoc,  produotivity  and  rolatod  problomc  of  work  oon-. 

22"        tont,  job  ■natiufaotion,  lahor-managonient  rolatlonn,  and 

.    '      '■  .V 
Z\    ,  f  iViyi'lrtjr  piu'tipip;\tiffn  in  ^>7rplnyn>PMt  rlnruirwif ;  mid 

'-^.K*^" ;  ■        ."((;)'  tho  iiatiinml  implioationrj  of  tho  rc^icrvoirn  .of 
.     •  ■        '  -.  \     ■       '  . 

25    .  f^'^'yublio  cur>'iuo  and  privnlo  oniploymoijt.  prajjoota  desor 
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"   '   "  "V-  "'f  Ini'i'l-  r'""""  1.  ■   ]iir  nootiiirL  1  uf 

.  2         ■t}iin  ApU- 

il. /((fl  Tiiii.  f'li.ii.r.M  ..  1,  1,.,,  n  i  injiiinrii  jlmt  (i) 

^ ■  jl'"  '^rnnifio:iUo,;ii(i„„ti.„i  „f  lu».^l.n,i,„i„  f„r  ndililin.ml  ),i..,(l.>, 

^  unci  I'limlnrnimif  njij.nr  •■.:„           |„  ,.,  ),„„j|^j 

.  ,;    ■  ''J'        feu^uf^jnu.li.  luiiu.iiii.iiin   ,, ,,  „iij  iuJi ,  uliiaN, 

.|i         (a)  tfifmrry  nut  tliiii  futiulidi.j  ui.J(,.-thb  Atfl  tl.t 

"/Tc-nnu-"  nf  till)  F.ulnrnl  Gnuii  ont  nnnd  Mm  uuiUinui,^^ 

'npiit  (if  idnufi.  pnm..^nlr   n.lrinn  nn.i  r^.:n (^0111  locmJ 
fl^v^nij^inrirn,  nnmnnmition,  |rrrnnjiii,  mid  iiuliviilualiK- 
..    (*>)   ■^o^^tinii  101  j,f  tlu.  Cu»niiroliunuiv(,  Ennddymn^i 
Trnining        nf  Jl>7;]  iu  niiiondud  tii  add  a  liow  lUxui 
]        f^mpli  U\  mn\  an  fullusvt^T 

'        •     "J"  Hddit'Miii  \u  ita  otlicr  fnnnlifuir  and  rrM^onniljilitiuii, 

(1)  idontifv  innni  nnndrr  fm-  pr1r|;tjnTml  tfinploymout 

opportunitiofl,  and  nndnr  (jiiMnlj'^ny         ftfltnbligbod  by 
2^        tho  Soorotftry  of  Lnbor,  ohall  nnloot  and  plan  proja6to  to 
DPOvido  ft  rflgnnrnir  nf  piiKlm  nmrvj;^^  g^^^  privflto  om 
plovmonfc  pfajiintw  In  mipplnmnni  ni,n;i(^i^|^  onip|oymiml. 
Huflb  piirijanfj^  nlinl]  iiu.1.,f1n  nvp.iy^,]pf|       y^^^^^.  ^rnndn  and 
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23 


1  fiftnrinnff    day  nnrn  ium]\t\na^  Ingnl   ^idj   fwhlk  truiult, 

2  boueing,  rooroatioHi  oulturol  aotiv^ion;  oanitfttioni  mi 

rtnirirnnmnnfn^impi^ir^Tyi^ni    (ilMtlluling   projctitll  liutud 

^  -  »     in  oIqubo  1  (o)  (3)  bolow)  ;  and 

(^)  toko  part JiyrlTonitoring  and  ovaluating  pro 
«     ^.^Mnig  under  tho  Kqunl  Opportunity  und  Full  Kmploy^ 
rm^U  AMt  in  aooordftnuu  vvitly  jitandardn  und  urilkjm 
^      '  pul^lii'liod.  l>y  tho  y«tionnl  'InntiUito  fur  Full  Empluy. 


.'^         rnoiit  and  punuinut  to  guiduliiiou  uutaijlinht^d.  Ijy  tho 

fei4)Cirotary  of  Lttl>^r/\ 
^  ^  {^)  ^^"f't'  Planning  Counoil  ((mtalirmhod  Ijy  nootion  iOI 

^-  of  tho  CompFohonttivo  Employment  and  Training  Act  of 
^'^    107<^  ftnd  horoin  roforrod  to  on  'Mooal  planntng,  ooun«ir;) 

purnuftifct^  to  rogulfttiono  of  (ho  So<trotnry,  provido 

(!)  tho  (Mttabliiilunont  of  onunuunity  iKHudi  in  oonh 
niunity  1f>r  noighhoVhood  aroao  whioii  form  a  foanihlc 
ftnd  <iohoRivu  tinit  for  «ujiplying  puhtio  norvioo  job  oppoy 
tuniti(M).  Wuoh  uotninuniiy  joh  honrdo  (A)  riliall  to  tho 
•^^^        maKin>um  extont  fonoiblo  bo  clocitod  hy  tho  ye«id(<nto  of 
^1        tho  oommunity  or  noighborhood  aroft  ttpdSjbftU  fairly 
2^        reprooont  ftll  tiogmontn  thoroof  |  ftnd  (B)  ohall  bo  fmhjoot 
to  (ho  mi]>orvinion  (>nd  rtiviow  of  tho  looftl  plonniiig  <uMin 
oiU  wWo  thoy  oxint^  wid         ^  ^ 
25  (t/)  tho  MMtubrmhftAont  i4  oommunity  publio  mw 
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1  ioo  worli  rooorvoiro  through  Qotion  of  tho  oommunity 

2  joh  hoQrAi.  Suuh  rt>oorvoiro  Mh>ill  inoludo,  but  whall  not 

3  W  limitod  t<>i  projoottj  for  (X)  infraatmuturo  ooDotruo 

4  tion,  ropftiri  and  nmiiitoimHoo,  (B) — of>tii6t«noo  to  any 
')  ih^rnb(>r  or  group  of  individuate  inontionod  in  cuhs^otion 
^»  .  r>(d)|  (C)  oontWmotion,  ropflir,  or  niiiintonanoe  of  puMio 
7  huildingdj  (I))  oonibuting  druj*  abuoo,  (E)  oharitabie 
8'  .  and  oduo«ttionul  purponoti,  (V)  publiu  roorofttioup  (0) 


9  '       juvonilt*  dolinquonoy  provontion,  fll)'  aomotohoo  U\  fcho 

JO  ^      <*ldi>rly  ftnd  diHtblod>  (1) — onylroninontftl  oontrol^.  and 

^  n  fJ-^ — Buoh  .otht*r  purpo»;ot;  an  (ho  Sodratary  may  don' 

12  '  ignftfaj  ' 

13  iniVYDn  BTATOH  fu'ijTi  l■]M^a»0YMK^fT  kk«vk;fj 

5. — (a)  Tlic  Uni((Ml  Staton  Employniont  Sorvioo' 

1*"^  ItcnrofoHh  bo  (^iIIhI  IIm;  ,Unitrd  KUitCii  ¥\\\\  Kinphty 

1'^  ^i>)  In  jMUIltiori  to  lUi  roK.ponfc.ibilitiftR  undor  othor  Mtat- 

^8  ul«M)  tho  Unitod  Sin  too  Full  Einp]i»ynionfc  'Sorvioo  undor 

1^>  tho  ^onopal  dirooYion  of '«ho  *}^oorotary  olmjl  afKUMt  in  iho 

^0  <M>UthiiMhmont  of,  in  on<'h  hihor  ninrkot  aroft  in  th<j  oonnlry 

21  in  il<^r>jnnoti4M>  witit  (ho  hutrti  pUnning  oonnoilH  noting  undor 

*  22  Mootion  4(b),  tl>o  ro»»orvoir  of  puhlio  jtorvioo  ftnd  privato 

23  4^mpluytuQnt  prujtfcU', 

5^4  .^4^ — A  ftnb  (hMnnn(-<^o  OHioo  in  h4Mohy  orontod  in  tin; 
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1  Uhitod  iStHtot)  Full  Ei»ploymo»fr  Office  licQ<]od  liy  a  Huh 

2  (jimnihtt^o  Oflic'or  whonu  ruKpoiit.ibility  in  to  provido  unufiil 

3  and  ryvviuding  omplnyiHOht  for  tuiy  AinoricNui,  ahk^-atMl 

4  willing  to  svovk  but  not^  yofc  workings  uimUlo 'otUui  vv'h.o  to 

5  obtain  work  and  applying  to  mi<]i  oHico  for  ootrhitunco.  Tlio 

6  Job  Gm'natttoo  OfTico  nhall  mvvy  ml  ittt  m'poiiMiljititio'j  undor 

7  tbie  Aot  in  ooMhoohon  with  tho  iioplomontati'on  of  oubooolion 

8  (-e^ — upon  tbo  ro<'oniHii(ndMtion  Kud  approval  of  tlio  btoal 

9  pkntrui^'f!onn({ib-,  N"nthin^in  tliir.  Aot  rbftll^yrooludo  |])i> 

10  Job  (j tiara nt 00  Oflico  from  oontnu'tiutf  dirootly  with  the  bionl 

11  pifttrtiing  couunln-  for^  (i) — tbo  adnnni>>t ration  of  individual 

12  publit!  ^iorvirtf.and  ftrivftto '(unpbjynuuit  pr4ijo(it>>  or  ^(3)  tlui 

13  ovorall  adniiin*.tration^  of  all  or  any  part  of  huoIi  pr.ojootKi 

14  wUhi»  tUv»  jurindio.iion  of  fcho  lot>ftl  pbmning  ^ounoilr.t 

(d)  Eaob  Job  fluaranlco  Offioo  in  carrying  out  ro^ 
-  aporiftibilifioa  fiball  intiuro  tbat  among  projcotM  planned  that 

IT  adoquato  oofitjidoration  bo  givon  to  imob  individuabt  .and 

IB  groupa      may  faao  *.pooial  obi-;taoloti  in  finding  andSndding 

If)*  u^.aful  and  rowarding  ouijdoyntont  and  VJiall  j)rovido  or  bavo 

20  pn»vidod  tbrougb  tho  ooordination  of  o>;l>.ting  programs 

21  oial  ftti>jintanoo  intdudiitg  but  not  Tun^lod  to  oounoolirtgi  train- 

22  4#4^e, — fWHli — w)u»ro  nooonMU'y, — trMra.[)ortaton  and  migration 
2: J  <»»;»;i>.tanoo,  tStiob  individuals  aiid  groups  »>btdl  inobtdo — (4-)- 
24  tboMo  Mufforing  from  paat  or  pr(»t>(»nt  diaorinn nation  or  hum  on 
2')  tbo  lania  of  ao?.;  ago^  nu'o,  <'ob»r>  r4digiont  or  national  origin, 
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1  (3)  older  wovkcra  and  rolnrooo,  (3)  tho  pbysioally  or  ifton 
^  tally  liaudioappcd,  (4j^youtli9  to  ogc  twonty  ono,  (5)  poten- 

3  tially  omployablp  rodpicntp^  of  public  OGoistanoo,  (6)  the  in 

4  ItrtbitaiUo  of  dcprcflsod  aygas,  urban  and  rural,  (7)  votcrano 

5  of  the  Armed  Furecg,  j8)  <peoplo  uncmployod  booauoo  of 

6  the  relocation,  ebaihg,  or  rodiic'od  oporationo  in  industml 

7  'Qr  military  faoibticdj'and  (0)  outfb  other  groups  a3  tho^Pres^;^ 
»•  '■  '^y^.- 

8  idontr  or  tbo  Congroos  niUy-  dot)ignato  from  timo  to  timo.  ^ 


0          (o)-  For  tho  purpooo  §r  drawing-  on  the  rooorvoir  of 

10  publio  Gorvtoo  and  private  omploymoilt  projoots  and  pro  A 
11-  viding  oniploynionb  opportunUi^o  to  applicanto/  each  Job 

.  12   Guarantoo  Oflico  mny^  fjubjoot  Ifo  the  limitations  cpooifiod  in 

"  13  BubK8ot!{ort  y^)  )  enter  into  ogroomonto  with  publio  agonpioo 
■ /■'\'  ■    '  -  ■. 

11  and  privR|io*»r|ji>tnigationo  operating  on  n  profit,  nonprofit,  or 

15  'limited  profit  bftiiio.  Siioh  agroenionto  ohall  contain  aoGur' 

16  ■onuc^tbafc  tb'|^'tfcyiey;^i^  organisation  will' 

-i7— -  -       (i)  proviso  ti^ -annual  indopondont  audit  to  the 
'Jfib  Guarantee  OfBed.  Such  Qgoitoy'.or  organisation  almll 
ly.        at  all  tunes  make  ito  records  and  booko  available  to  roa 
20    /;  '^<)^blo  /oviev^  by  ngontii  of  tbe  Job  Guarantee  Office; 
21"'     '     '(2)  not  diMoriminato  on  the  groundn  of  oeX)  ago, 

22  race,  color,  religion,  or  national  origin  in  tho  admini»tra 

23  Mion  of  any  program  eneompafir.ed  within  tho  agreement; 


n  0!  any  program  eneompafTf 
(3)  obHcrve  the  prohilm 


24  (3)  observe  the  prohihTlionn  contained  in  chapter 
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1  16  of-  title  6  of  tlio  TJoitcd  Statco  Codo  (rolnting  to 

2  political  Qctivitioo  in  fcdorally  funded  projootfi) ;  flftd- 
^  .  (4)  oCibmit  an  annual  roportj^  tbo  Job  Guarantee 

4        Office  detailing  itA  ftctivitics  ny^r  the  agreement 
^         (f)  It  19  the  fcoponaibility  of  tbo  Job  GuaVantoo  Offioo  . 
6   to  incuro  thiit  any  pofaon  willii^  and  able  to  work  (a  "job 
Booker'')  io  provided' tho  opportunity  to  be  imployod  ^t-^ 
^   ouitablo  and  oomparablo  job  '(ao  dofmcd  in^uboootion 

  9   6(b)  (2)  bolow-)-,,Eorthopurpooo  of  fulfiin  ng  this  rcaponsi- — 

bility  the  Job  GuQrantcQTC|ffioo  ohall,  au  itppropriote— 

11        .*  (1)   rofor  jobocokora  to  the  private'  sootor  an4 

.     general  public  ocotor  employment  placement  fa^Uties- 
^  y^^'  Employment  .Scrvioo  (other  than  ao  supple^ 

c-  '  1^        montod  by  tbio  Act)  '  ' 

ij'  "  '-(^^ — dirootly  refer'  joboobkoro  for'  plaoomont  in 

fooitiona  on  projcotfl  drawn  from  the  rcgorvoir  of  publio 
oervicc^gnd  private  employment  projeetc,  an(t; '^"^  ; 
(3)  rogioteV  jobDookorQ  in  th(;^D(andby  ^j'^j^p.H 

19  (go  eotabliahcd  in  nubaeetion  6  (a)  below) '« 
20*  The  Secretary  ahaH  provifle  by  "regulation  for  prooodurop  to 

21  noouro  that  registration  under  olaune  (3)  above  aball-eeettf- 

22  iipon  prcaentfltion  of  the  jobncokof  to  the  JoIj  GuofmH^ 
2^i  Office  irnlcao  g  placement  procona  io  begun  under  olftunc  (1) 

.        or  (2)  above  wbioh  pronontn  a  high  probiibility  of-MH*ee9» 

20  within  five  dayo.         ^  ^ 

18 
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prcf^enta  hiinscil  or  itoratjil  m  pi'r^-^ttft-ttf-^ljte-yitH-Emptoyinefrt 
;]  -OfrM^e-i4«tHr4>e  eoiwkkwtl-^tt^  and  aUkj'- -to- 

•1  work.  Tlii:^"f<pmfieai}y  iHt?liK}es-j>ersons  with 'inipairnients  of 
5  ^light,  :bcnriTi^,  inovemeiit,  ooordiimtiou,  moritul  roturdatton, 
(j  -or  other  liandicnpa.  Thin  [^ii])Licoti<>n  ;'>lnill  be  iinp]c'iM(vitcd  by 

7  the  Job  (junrautee  Oflieer,  ]|i\r!juaul  to  re^nlationn.  ifujiicd  by 

8  tlic  Secrotary.  ^ueh  rcgiilationg  shall  provide  for — .  ; 

^  (1)  an  initial  dctermumtiou  by  the  Job  Guarantee  - 
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n 
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14 

15 
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17 
16 
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24 


'^Officerfej  to  the  jobnecker'a  abihty-  to  worh; 

;  (3),  complianfc  witlufleetioa  708  of  the  ftivil  Righta 
Aoti  oUQ64i    ^         :  ^ 

(3)  3uch  adrtTiniatrativc  »i>poal  pr^oodurca  may 
be  appn»prinitc  to  revic\^  sueli-4let^rfnfm4ion--wWre  a^ 
verge  to  the  jobnecker;  , 

■(4)  term  in  nt  ion  of  ^iioh  appeal  proecdttres-wkhm' 


!  ,  (5)  placement  of  sneh  jobgceker  on  the  payroll  of 
■the  Standby  Job  Coypa  pending  9t>eh  appoat  or-any-jiH 
■dioial  review  thereof: 

-(b)  The  diotriet  eourta  of  the  United  Stat-ea  »hall  have 
■jtirir.diotion  of  any  notion  brought  goeking  relief  puranant  to 
thiH  Aot,  including  injunetive,  deelaratory,  and  other  fornrifl 

[>fiv6d-H^f-^=igkt^^ 
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1  goourod  by  tliio  Aot         be  entitled  in  nn  notion  Lrouglit 
2 '  'Ogttinat  the  IIi>itod  Slateu     reoovaT  doinnger^,  together  with  •  » 

3  'Conth^  ond  Qttornoya'  fees;  j  • 

4  BTANDDY  JOB  COKPg'  " 
■  ■  •  ■■                      ■        .    i     '        —  • 

5  >S£e;-0.4ft)-T^icrc  isl  bereh3>-^9tflH>Hl>ed  «  Standby  Jolt 

6  ♦Gpjp^^^tioh  ghall  consiHl  of  jobgeckcrg  registered  puff^nant 

7  'to  clanso  5l(fH-^)'-^y^"-'Sneb'  ('orps- -almll  be-  available 

8  f tH--iH»^ ie'  servieo  worlrtipon  pvnjeet^-^and  netivities  thai- 

0  a ppro vodnv^  "ft ' of '  eTTn^ miiTfai tfy^  y ubl ic  Iter v1( 'c  wTii'Tr  rds-"'  ~" 

10  crvcHrn  ei^tabllnlted  by  eonnnnni iy  -boanl-i  puruiant  to  3ce- 

H  'tion  i  (q)                     '^'^  • 

12  (b)  The  Seorctary,  by  regulation,  ghalt-pfovido^  for — 
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gisto^d  HI  tlK^ 
•Standby  Job  Corp;]  (berciijter  enljed  Cnrpft  <)i^(^nberi^) 
maintain/i  ijtntiurof  good  standing,  wliieb  ntatun  iiho\l 
ineludo^uttcndanoc  and  performance  fltandard.^; 

■^2)  a  ayoteni  of  eonipejiHiQtion^for  Corpn  nienibera' 
which,  shalk  ^ 

\X)  provide  that  Coipa  mondjers-f»hftH 
a  monthly  rated  aum  baaed  upon  their  omployflieftt- 
-at  a  ouitaWe-ftud^  €omparable  job-{fts  -defined  pnr- 
•suant  to  paragraph  (B)  Jjclow) , 

(B)  contain  a  definition  of  a  /'nnitable  and 
-eoinparablc  job''  which  fdinll  talio  into  acoount, 
-among  other  factors  tlie- following? 
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1  (i)  No  Corpa  ini'mbcr-Tjlrrill  bo  paid  Wa 

.     ,     .  ■    /./     .  • 

^  '-^          tlmn  the  iniiiiimun  wngc  In  c(Tcot»  in  tlic  area; 

4  -(iil'Corpo  inohiboro  sbflll  roooivo  com 

•5  ^          'f.  penaation — fft) — fcbftt — beats — a  positive — fete- 

(i  -tionghip  to  their  qualificationg,  experience,  and 

7  training;  and  (b)  that  i9  aueh"  that-wll-ref- 

8  {eetivcly  encourage  them — (fionivan  cconomie 

9  '  Mandpoint)  to  advaneejrom  the  Corps  to  otlier 
10  .  cmploymcut ;     *                   •   „  "  . 


11  (F)  the  fuITciHt  posnible  phinning' and  operational. 

«•■'■•'<  « 

12  eontrol  of  the  focal  Standby  Job  Corps  program  at  the 

13  .  eommunity  and  neighborhood  level  (consistent  wtth^4 

14  -  -(c)  (1)  (B)  above)  ;  . .       -  '  ^ 

15  •       (4)  full  and  effective  prohibition  of  (A)  discrim 

16  ination  on  grounds  of  sex,  age,  race,  color,  religion,  'Or 

17  national  origin  and  (B)  Improper  apolitical  activity; 

18  .  (u)  rcaQonablc  oversight  and  i^cpmting  In  respect 

19  to  projects  utiliaing  Corps  membcrg;  and 

4iU  I wi   cRraiTitrrrcTy   imiT  ritj  uuuiTiLiua   utttxcx icitxvir  i^irx 

21  auant  to  tliis  subsection  shall  advei^cly  affect  prevailing 

*22  wage  rates  in  the  arca> 
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17  ,  V. 

.1  .  -COK0Rli}96IONAIj  JOINT  I^OQNOMIC  COM^HTOHH^ 

2  Sco.  7.  (q)  In  addition  to'  its  rc3pon8H>iHliee -rnvdei'- rite 

3 '  jBftq>%tiien^A^-^^-4946,  as  amended  (15  U,S,a  1022)  , 

4  tho  Joint  Eoonomio  Committeo  ahall  -   •     ^         -  : 

.  5.  (1)  annually  review  the  aotivilica  of  tlio  cxooutlVo 

6.  branch  under  all  gcctiona  of  thia  Act; 

7  .  (2)  regularly  conduct  on  ita  own .  behalf,  or  in 

8  .  cooperation' with  or  through  the  faoilitica  of  the  appro- 
.9  -ymt-e  legiolativo  committees  or  Guboonnnitteeg  of  ^  the 

10  Senate  and  the  Houac^  public  hearings  in"^9-mftny4&bor- 

11  'tnurkcr  arcag  "ng  -fcnDiblc,  with^^^  -emptei&ia=H&flr 

12  'Opportunities  for  hearing  petitions  and  oomplaintg  by 

13  individualg  and  groupa  who  feel-  tlmt  they  have  been 
^'^         denied  their  nglitij'to  eiff^loyment  opportunitiog  or 'have 

been  injiyed  directly  or 'indirectly  by  polieica  and  pro- 
■      grams  designed  to  guarantee  tho  oxcroino  of  righta;-afld- 
(S)  annually  roperfc  upon,  with  itfj  own  conolu 
1^       -  and  rcoommcndationn,  tho  dcvelopinont  and  adminiotra 

19  -rion  of  the  policica  and  programa  mandated  by  this  Act. 

20  jh)  (1)  In  addition  to  its  rcflponsibilitiea  under'mibsee- 

21  tion  .  (a) ,  the  Joint  Econetnic  Committee  almtij-witfmf  thii'^ 
•22   daya  of  the  aubmiagion  of  the  biycarly  full  employment  and 

23  -production  -program  an  required -pumtftfvf—to-fmhffeotien-. 

24  — 
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1  (A)  roviow  euelt- program  nnd  auggcot  whatever 

2  -modifioationB  the  committee  ddeins  ndvigablo; 

3  .  -(B)  ;6Dl>mifc  aueb  modified. program  to  the  rcapcc- 

4  tivG  Houaea  of  the  Congrc^^g,  together  with  the  com-, 

^      *         '     •  .  *  ...  ,  ■ 

5  inittcc'rj  fM)mmcut3  on  all  parta  thereof,  including  a  jitki- 

6  .  :fi€at}<m -for-aH-inodifiefttions  made  in -the  program  as 

7  •      -sttbniit ted  by  the  executive;- 

8  ■  (C)'  submit  a  recommendation  to  both  Hougea  of  the 

9  Congregg  aa  to  the  aumn  needed  to  be  apprlj^iated  to 
^0  -finanee^tch  program  ^as' submitted  pursuant  to  olanac 

11  (B)  ahovc  (hereafter  called  the  employment  'deficit  rcc 

12  ommcndation)  i  ^  '                           •  , 

13  »    (3)  The  full'cmp1oyni(frtt  t^nd 'production  program,  aa 

14  -f^iodifiod  puroiiant  to 'parngraph  (1)'  above  dpd  aa  submitted 
15^purouant  to  olaiiao  (b)  (1)  (B)  above,  and  the  eni|loymont 

16  ■  deficit  reoommjniiaatiQn  st^bmittcd  purauant  te-^elattse^-fb)  {4f 

17  (0)  above  Bbnli  be  forthwith  referred  to  the  Appropria 

19  .thirty  doyg.  Said  eomnnttooo  shall  (1)  recommend  appro-, 

20  priationfl\eongiotcnt  with  tho  employment  deficit  reeommcA 

21  dation  and  (3).  make  auch  other  rooommendationa'aa  they 

23  (i))  At  any  time  nftcr  the  expiration  of  tho  thirty  daya 

24  npoeifiod  in  paragraph  (3)  aliovo  it  ohall  bo  a  highly  privi 
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/^v':     1   Icg^od  'motiou  in  botli  Iloii.^ca  of.  the  Congrcbfl/that  niny  be 
2   nindo  by  q  Mouibor  of  either  body  (or  the  immediate  connid- 
*  3  eratioD'  of^.:thc  oiuplo^^ont  dofieit  joooininondation  of  the 

4  Joiii^  Eoouomio  Coiamittoo  submitted  pursuant  to  clausb 

5  (b)^l)  (C)  above  aa  a  joint  rcaoluiion  of  the  re^^pcctlvc 
G  'body  appropriating  the  Quma  apoeificd  in  the  ciriploynicnt 

7  'dcfioit  recommendation.     ,      ,        .  •       .  - 

8  r       -(1).  After' the  nicking  of  thch motion  fipceified  in  para- 
*        f)  graph        al)ovc,  it  f^hnll  iiimtcdiately  be  in  order  tb/con- 

;  ^-      10  ^''dor  the  rccoinnieudationn  made  l)y  the  Appropriation?!  Com- 
Tnittec  pur.9inmt  to  paragraph, (3)  above.. 
.    '  12    '     (6)  Three  ^gi3lative  dayij  after  tlic.  making  of  the  mo- 

13  tion  npcoificd  m  paragraph  (3)  above,  there  ahall^bc"upon 

14  niotion  nmde  nQ  further  debate,  amendmcntLS  or  other  pro- 

15  -ccedinffl  in  regard  to  the  employ nioht  defieit  rccornmenda-  ' 

16  -tion  and  a  vote  on  all  pending  amondmento  and  final  pafisago 

17  "^^htdl  be  ordered  forthwith.  . 

18  GTAQEO  OF  IMPLDMIJ^'TATION 

19  Sdo.  8.  (a)  The  Congress  hereby  rccognigca  that  (1) 

20  the  full  objcctiveij  of  thifl  Act  cannot  be  attained  immediately 

21  upon  ita  enactment,  (2)  considerable  time  will  be  needed . 

22  >o  develop  the  Full  Employment  ond  Production  Program, 

23  the  rcaearch  work  under  the"  National  Inatilute  for  Full  Em- 
.  24  ployment,  the  local  planning  councils,  tlic  community  boards, 

25   the  Comnnniity  Public  Service  Work  Rei^ervoira,  the-Stmtdly' 
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1  John  Corp3,  the  Kcacyvoira  of  ^Public  Scrvioo  and  Frlvnto  . 

2  Fiinploymont  Frojoetg,  the  United  States  Full  Employment 

3  Service,  the  Job  Gimfantce  Offices,  'mid  the  additional  re 

4  .  fipornaibiliticg  of  the  Congreasional  Joint  Eeorioinie  Commit; 

5  too,  and  the  implementation  of  the  Aet 'tborefore  miuit  - 
G   bo  acoomplighcd  in  a  gerieg  of  atagea. .  ^  / 

7  ^  (i))  The  Prcf^idcnt  h  authorised  and  directed  to  provide, 

8  by  I'egnlation;  guideline!^,  nnd  otherwise,  for  Ihc  full  implo 

9  -mentation  of  tliig  Act  by  the  end  of  the  Fifth  calendar  ^^ar  . 

10  •  n,f^or  it?''C!^net?r.or.t,  at  v/hich.  time  thc'provSfjiono'  of  pvA'-co^ 

11  tlonfl  5  (g)  and  (h)  shall  enter  into  cfTcct.  This  gubgcetiou 

12  »hall  not  be  oonotrucd  to  prevent  the  President  from  cfToeting 

13  full  implementation  of  thia^  Act  by  an  curlier  date,  including 

'  14  the  provision  of  tlK><mtering  mto  e(Tect  of  gubacctions  6  (g)  ^ 
15  and  (h)  by  oucm  earlier  date.  ,  ^ 

•  16  (c)  It  19  the  policy  of  the  Fedcrnl  Govcrmnci)!)  that  the 
.  17  full  objcctivcg  of  thia^Xot  bo  attained  no  hiter  than  the  end 
iS   of  the  fifth  calendar  year  after  its  enactment,  and  toward  thia 

19  end  the  Full  Employment  and  Production  Frogramg  sub 

20  mitted  to  the  Congrosg  by  thc-Npregidcnt  shall  include  big  or 

21  her  spccifit^  quantitative -and  qualitative  targetg  gpcUing  out 

22  thc9c  objcctivcg,  and  the  local  job  councila  ahall  gpoH  out 

23  -aimilar  quantitative  and  qualitativo^targcta  for  their  rcgpcc 

24  4ive-! 
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,  •      .    '  •    ■         ■•  ^    "  ' 

1  NATIOKAL  I>7QTI(rUTIj  TOR  FULL  UMPLOYMljlNa?  . 

2  SIdOi  Oi  (a)  Tht)  Copgroo J hcf oby  rWognigoa  that 

3  tl?o  {d)conoo  of  gonuino  fuU  omploymont,  go  dofino^  In  tliio 

4  Aot>  mflny  Pbdoral  polioloB.and  progrnmo^hQvo'boen  baaod  on 

5  tbo  proouniption^  of^tbo  oontmuing  jaoli^of  puitflblo^^ploy  ' 


G  n^'Pj^ppQi'tTtnitioD  %  largo  numboro  of  poojplo  able  and 
7'  wfljl^^tio  work,  and  (2)  to  oarr^^  out  tboPf  fun^ifthy-fin^ 


,s   tliij  Act,  thinProDidQnt^  tho  Sbiarotftr^r  of  Laly)r,  tlxo  looal 


.*  .       9,  planning.  ooiiriqiJo,  tho  •Qomnmnity 'boardSj -tho  Job  Gu^n 

:  10  '^oolOffiooO)  tho  Full  Eniploymont  Sorvloo,  and  Bio  Congroc  '^  . 
^1  '  gi(^4al  Joint  Eoonomio  Committco  need  thcjsupport  of  long 

;  '.'12  ran^,  oontiauing^  oorioua,  and  objootivo  otiidioo  of  tho  many 

13  ohniagoo  roquind  in  ouoh  Fodoml  polioioo  and  programo  to  ' 

14  'gcsir  them  moro  ofosely  to  tho  Full  Employmont  and  Fro 
^      15  dudtion  ProgramfVito  oontinuing  QdjiiFtmont  and  improvo 

16  ment,  and  ite  implomontationi        /    .  ' 
\.j        17         (b)  To  dovolop  and  adminiotor  a  loflg-rongo  progrom  of 

18  ,i  suoh  otudioDj  thoro  io  boroby  ootabliohod  a  National  Inotitutc  . . 

19  for  Full  Einplojinont  (lioroinoftor  roforrod  to  ao  tho  "Inoti 

20  tuto'')  within  tbo  Dopartmont  of  Labor,. imdor  ft  dirootor  to 

21  bo  appointod  by  tho  8oorotary  of  Labor,  and  to  oporato  in 
2?  oontinuing  oonoultatlon  with  a  National  Commiooion  for^FulI 
23  Emplo^onont  Polioy  Stiulior.v 

:>A  (o)  Tbo  Dirootor  of  (lie.  Institute  idmll — 


,26  ■■  I 
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(1)  oorvo  foF  Q  term  of  tbpoo  yearo  but  jhall  ht 
Fomovablo,  witli  up  without  cauuo^  by  tho  Suorotury; 

{"2)  bo  oompourfttud  at  tho  rftto  providod  fur  grajo 
18  of  tho  Gonorol  Sohodulo  Pot  forth  in  oootlon  o?j(ja  of 
<itlu  5|  Unitod  Stntoo  Codo.  Tho  pooition  oroatod  by  thin 
Q^lboootion  ohnll  bo  in  addition  to  tho  numbor  oT  ponrtiono 
plttood  in  grftdo  18  of  tho  Gonorol  Sohodulo  undor  oootion 
r>lQ8  of  titlo  5,  Unitod  Sttttoo  Codoj 

(3)  appoint  a  Doputy  Dirootpr  of  tho  Inntituto;  and 

(4)  appoint,  for  torrns  not  to  oyoood  throo  yonrti, 
without  rogard  to  tho  proviniono  of  titlo  5  of  tho  Tnitod 
SUtee  Codo  govoming  appointment  in  tho  oompotitivo 
gorvioo  and  may  oomponoato  without  rognrd  to  tho  pro 
viBionc  of  ohaptor  51  and  oubohaptor  III  of  ohaptor 

i  ■ 

53  of  cuoh  titlo  rolating  to  olaooifioQtion  and  Gonoral 
Sohodulo  pgy'raitoo^  cuoh  toohniool  or  profoogional  om 
ployoep  of  tho  Tnrititp.to  an  ho  doomo  noooooary  to  nooom- 
pligh  itfi  fuHOtiono  and  aloo  appoiflt  ojid  oomponoato 
withoHt  rogard  to  ouch  proviniono  not  to  oKoocd  ono  fifth 
of  tho  numbor  of  full  timoj  regular  toohnioal  or  pro^ 
eional  omployooo  of  tho  Inctituto. 
(d)  Tho  Xational  Commipoion  for  Full  Employment 

23  Polioy  Studioo  ohftll 

24  (1)  bo  gomponod  of  fiftoon  momboro,  which  ohall 
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J  bo  broadly  roprocoatfttivo  of  labor,  businflys,  QUMCfttiun, 

2  tho  oooiol  and  DntuFtil  ooionoooi  tho  humanitioo^  local 

3  platta>»g  flouncilfi;  oonununity  boardp;  tho  profoooioius 

4  and  tho  gonoral  publio  ond  wbioh  rlmll  inoliulo  tho 
5'  ChftiFiiiftft  of  tho  Counoil  of  Eounomlo  Adviooro  an  an 

6  oftioio  jncmbori  Tho  moniboro  oball  bo  flppoIiUod 

7  by  tho  SoorotoF^^  fo?  tonno  of  four  yoam  and  ohftU  oorvo 
g  at  tho  ploftruro  of  tho  Soorot^tryj 

9  (2)  bo  provided  an  oxooutivo  oocrotrtry  mi  other 

20  noodod'Btaff  by  tho  Soorotnryi  Tho  Soorotory  olmll  aloo 

11  pay  tho  nioinboro  of  tho  CQnmiif'uion  por  dlotit)  travol, 

12  and  othor  nooctfilj^r  ox)>onr.e»>  togothor  with  oo»tpQ»8a- 

13  i  Hon  at  a  rato  not  eycooding  $100  per  dfty  whilo  perfopin 

14  ing  tho  bueinoen  of  tho  Commiooion ; 

15  (o)  moot  nt  loact  onoo  ovoiy  throo  ntontho  and  at 
IG  such  QtLer  tlntQg  as  rtiqueoteil  by  tho  Dlrootor  or  tho 

17  Socrotary ; 

18  (d)  obooco  ft..Ghflif'innn  and  cuoU  othor  oflii'or^  att 

19  roquirtfd  to  perform  itis  b«gincVs; 

20  (5)  advifio  and'  oon>i»U  Vith  tho  Dirootur  in^orpoot 

21  to  all  prognune  and.  aotivitlo^;  oonduotod  purf.unnt  to  i\uA 

22  section; 

23  (G)  r^^guhtrly  con^jult  with  tho  CMunoil  of' Eoonoinio 

24  AJviooiro;  and 
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24'       ;  . 

(7)  porform  euch  othor  funotionc  no.aro  nnnignod 
by  rliu  Soorotury  or  b^^  ilio  Dipootop. 
^o)  Tho  luFtituto  ij  autlior'mod  nnd  dirootod  to  niaho^  or 
Imvo  inado  through  granto  to  or  oontrnotu  with  individnol 
ropeorol^orn  and  privato  or  publio  rcfionrcli  organiimtioiio,  imi 
vortiitioii  Olid  othor  Govonunont  agonoioiii,  studioc  that  chftU 
includo^  but  nood  not  bo  limited  to,  ruoh  cubjootc  no- 

(I)  tho  polioiufi  hud  prognmie  noodud  to  roduoo 
whatovor  influtjonary  prooouroj  may  rooult  from  full  cm 
ploymout)  to  manngo  any  ouoh  influtionnry  procpuroQ 
through  npproprirtto  finoal  poliuiuii  and  iadiroot  nnd  dircofe 
con^rolB,  and  to  protoot  tho  woakor  groupo  in  cooioty 
from  ^vhatovor  ijiflationnrjr  trondn  oannot  bo  avoidod  or 
oontrollod;  t  ,  ^ 

(a)  tho  idoiUiFioation  of  human  potontialitioa'  that 
aro  hidden,  undovolopod^  or  undordovolopod  booauoo  of 
^tho  laoli  of  cui'toblo  job  opportuiiitieFj  Qnoouragomont, 
oduoatiouj  or  training  and  of  vnriouc  wayc  of  rolenoing 
guoli  potontialitioe; 

(3)  tho  formn  of  oduoation  and  training  noodod  to 
help  provido  pooplp  with  tho  pkilln/linowlodgo,  and 
valaec  roquiroj  by  oxititing  omploymont  opportunitiQn 
and  teohnologicD  and  nooded  to  aomBt  in  dovolopmg  cuoh  ° 
now  typco  of  good:i,  oorvIooG^  toohnologioo,  and  omploy 
ment  opportunitioc  as  may  bettor  moot  human  neodo; 
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(4)  tho  polioioa  and  programo  noodod  to  cubBtftD' 
tiolly  olimiiiato  oubotondard  omploymont^  wagoo^  and 
ifrortwg'wnditiono  and  tho  UohniqaoB  for  octobliehing 

,  Btondardd'for  oniplo)^mont,  wagoB,  aad  workiag  coadir 
'^^one  in  aooordanoo  with  obanging  lovob  of  national 
»output  and  rooouyooo,  and  pogional  vaFiationo  in  output, 
roBonrooB,  and  othor  rolovont  faotofo)  ' 

(5)  tbb.improvoinont  of  tho  quftlit)^  of  omploymont, 
in  both  tb»  private  fliid  tho  public  oootoroy  in  tormo  of 
(ft)  Bfttififaotionp  for  onaployooOj  (b)  tho  oflSoIonoy  and 
productivity  of  work  dono;  and  (o)  tho  oatiofaotiono  of 
olionto  for  and  ooncumors  of  tho  goods  or  Bflrvicos 
provided ; 

^6)  cuoh  polioioB  and  programe  as  maj^  bo  ncadad 
to  onablo  email  and  indopondopt  buoinooo  ontorpriooo  to 
benefit  ifom  tho  provioiona  of  thio  Aot  and  protect  thorn 
agftinot  any  unfavorgblo  ooncoquonoofl  that  may  rooult 
from  aotiono  taken  td  implomont  it; 

(7)  altornativo  orgonigational  forme  and  operating 
motbode  for  the  local  planning  oouuoiU;  mnndntgd  under 
Boction  4,  as  well  ae  additional  mothodi;  of  onootuaging 
paTtioipator}^  and  dooontraliaod  planning  of  omplo3nno)n 
polioioo  and  programo;  . 

(8)  tho  "otandordp  and  oritoria  to  be  ucod  b3r  the 

•    30         -  ^ 
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1  looal  planning  oounoilo  (purouttnt  to  cootion  1(b)  (3) ) 

2  to  monitor  and  evftluato  fiirogrftmB  undor  this  Act  ] 

«^  (9)  tho  problomo  of  tho  opooial  pFiority  individunia 

^        and  gTouipc  reforrod  to  in  aection  5(d)  ; 

5  ^  (10)  tho  intogration  of  oxititing  programn  of  wolfaro 

6  flflfiiotonooi — inoomo  maintononoo; — mi — unompjoymont 
'7  oontponrntion  with  tho  paymontp  nind5  to  poopio  luid^r 
^        fiootion  6  of  thin  Aot; 

9  (1 1 )  improvod  niotRodologioe  for  ponduoting  ptudioo 

1^         in  nil  ouoh  aroao^  with  opooinl  attontion  to  tho  mcthodo  , 
^1         logiottl  prohlomn  involvod  in  utiliaing  fikillo  and  tooh- 
12         niquoB  that  may  trannoond  oBtablichod  diooiplinary  bound 
1^        arioo;  and 

(13)  ft  oomprohonnivo  program  for  Ruoh  ooonomic 
and  Dooial  indioatorr,  both  quantitntivo,  and  qnnlitntivo, 
ao  may  bo  needed  for  tho  continuoug  and  objective 
monitoring  of  bawio  oconomip  and  oooial  trondn  in  the 
porformanoo,  ctrnctvirOy  and  onvironmont  of  tho  Amorioan 
oconomy  and  oooiotj^.  * 
(f)  In  developing  tbia  program  tho  Inotituto  ohall  on^ 
oourago  divergent  approachofl  to  oach  aroa  of  polfoV^ofa^y) 

Chall  kotip  tllO  l^ff*^!  plannrng  nAnnnilg  mfnrmnil  nti  tbn  ij^.. 

romiltP  of  rU  oomplotod  roooaroh^ 
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2  Nondioorimination 

^  Sbo»  10.  (ft)  yo  poroon  ih  tl^o  Unitod  Statoo  ohnll  on 

"4  tho  ground  of  g(K»;  ftgU;  raoo,  color;  roligioDi  or  national  ori 

5  gin  bo  axclBded  from  participation  in,  bo  doniod  tho  bonofito 

. .  6  of)  OP  bo  oubjootod  to  diooriminatiojii,  undor  any  program  or 

{^/7  Rottvity  fttndod  in  wholo  or  in-  part  with  funcfc  mado  avail 

8  ftblo  undpr  thio  Aot» 

'9  Labor  Standardo 

10  ^b)  (1)  All  laborers  and  mi^tofchiioc  omployod  by  oon 

11  traotoro  or  euboontraotorc  in  any' <a^pfipjbr|aotiojri(i  a  or 

12  ropair  inoludlng  painting  and  dooorating  op  projooto,  build 

13  inffi  and  worko  whioh  aro  fodorally  aooiotod  undor  thio  Aofc^ 

14  -ohall  bo  paid  wagoo  at  ratoo  not  looo  than  thooo  prevailing  on'' 
•  15  similar  Qonrtniotion  in  tho  looality  go  dotorminod  by  the  Soo 

16  rotary  in  aooordanco  with  tho  Davie-Baoon  Aot,  ag  omondod 

17  (10  UiS.C.  376  g76a  5).  Tho  Soorotorj^  of  Labop  ohall 

18  bavoi  with  rocpoot  to  cuoh  labor  fitandardc,  tho  authority  and 

19  fuDOtiono  oot  forth  in  Boorganiaation  Plan  Numborod  11  of 

20  1060  (16  FiK.  3176;  61  St»t,  1367)  ajid  oootion  3  of  tho 

21  Aot  of  Juno  1, 1934|  as  amended  (48  Steti  918;  ao  amondod;- 

22  10TJ;8.C.  376  (o)). 

23  >  (3)  Tho  Job  Guarantoo  Offioo  ohall  not  enter  into  any 
25  proji^ct  for  the  rotiervoir  of  public  sorvice  and  privato  om 
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1  pjoyinout  projoutu  until  it  han  dotornunocl  tlint  nuoh  ngioo- 

2  )nont  or  pi  ojoct  ih\\\\  provide 

3  fAr) — thftt  nppropriato  fjtandardb  for  tlio  health, 

4  nafaty,  and  other  ronditionB  ttpplioaUo  to  tho  perform- 

5  ■  aneo  of  work  and  training  on  nny  projoot  aro  cotahliohod 

6  '    "^and  will  bo  >niaintainod|  . 

7  (B)  nppropriato  workmon'o  oomponration  protoo 
tion;  apd 

9  '  (C)  ooourttnooo  that  tho  projoot  will  not  ronulfc  in 

10*        tlio  dinplaoomont  of  oniployod  workorc  or  impair  oxipting 

11  ,  oontraotC'for  corviooo  or  roDult  in  tho  oubotitution  of  Fed 

12  oral  for  othor  fundo  in  oonnootioa'  with  work  that  would 

13  otherwi^iQ  be  performod, 

14  DEFINlTIOyO 

15  »Skoi  111  For  tho  pnrpoBot?  of  thic  Aot — 

l(i         (1)  **Adnlt,AnionoanF/'  roforo  to  all  oitieonr.  and  porma 

17  ijiont  ro>'idontn  of       Unitod  Stator.  who  nro  cixtoon  yoaro 

18  of  ttgo  or  oldon  pluo  ouoh  yonngor  ago  groupo  ao  may 

19  1)0  egpreBsly  iooludfld  by  looali  State,  or  Federal  bw  and 

20  implomcDtod  by  adminiotrativo  rogulationo  iindor  thifl  Aoti 

21  (2)   "Full  omploymont^*  io  a  oituation  under  whioh 

22  ^thero  aro  UKeful  and  rewarding  omploymont  opportunitioo 

23  for  all  adult  Amenoano  ahlo  and  willing  to  worki 

24  {?,)  */Ablc  and  willing  to  work!^  moono  poffloooing  the 
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1  onpooity  and  motivation  to  porform  for  poy  produotivo  tnohn 

2  ororttivo  of  ft  useful  GOoickl  produoti 

8         (4)  ^^Opportunity''  reforu  to  an  available  and  foainblo 

4  ohoiooi  • 

5  "Fflij  ratoo  of^oompen(.ation"  roforo  to  remuneration 
g  at  wageo  refleoting  regional  lovola  of  oompenoation^  otatntory  . 
7  miiwmunt  wagoo,  or  tfcAjo  wagoo  cotabli^.^hcd  by  provailiiig 
g  ooHo'otive  bargaining  agreemonto,  wlnoliever  io  Inghot^ti  nnd^ 
Q  under  working  oonditione  oQn»ir.tont  with  trade  union  or  pro 

10  vailing  otandardsy  whichever  ifi  higher. 

11  (6)  *'Seeretar)T"  reforo  to  the  Soeretary  of  Lnbor. 

12  xkUTIlOKlgATIOKH 

13  SbQi  13i  Thero  io  boroby  authoriiiod  to  bo  appropriated 

14  for  the  fieool  yoar  onding  on  June  30,  1976,  and  for  oaoh 

15  ouoeoeding  fitjoal  yoar  r.uoh  Pumn  ao  inay  be  needed  to  oarry 

16  out  the  various  sections  of  this  Acti 

17  That  this  Act  and  the  following  table  of  contents  may  be 

18  cited  as  the  ^^Full  Employment  and  Balanced  Growth  Act 

19  of  1976'':  / 

TABLE  OF  CONTENTS 

Sec.  J,  Title,  ^ 
Sec,  2,  General  findings, 

TITLE  I— ESTABLISHMENT  OF  GOALS,  PLANNING, 

'  AND  ge:neral  economic  Policies 

Sec,  ^1,  Statement  of  purpose. 
Sec,  102,  Declaration  of  policy. 

Sec*  103,  Economic  goah  and  the  Economic  Report  of  the  President, 
Sec,  104,  The* Full  Employment  and  Balanced  Growth  Plan, 
Sec,  106,  Ec&nojny  in  goi^ernmcnt. 
Sec,  206,  Fiscal  and  monetary  poh'cies, 

^  34 

72-531  O  -  78  -  3         .  * 
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TATBhE  OF  CONTENTS'-'Continued 

TITLE  I-^ESTABLISHED  OF  GOALS,  PLANNING, 
AND  GENERAL  ECONOMIC  POL/C/ES-^Contimied 

Sec.  107.  Anti-inflation  policies. 

Sec*  108*  Council  of  Econo7nic  Advisers. 

Sec.  109.  Advisory  Cammiitee  on  Full  Employment  and  Balanced 
Growth.  , 

TITIe  n—COXJNTEROYCHCAL,  STRUCTURAL,  AND 
y     YdUTH  EMPLOYMENT  POLICIES  ' 

Sec.  201.  Statement  of  purpose.  '  ^  ^ 

,  Sec.  S02.  Cou7it€rcyclical  employment  policies.  ' 
Sec.  203.  Coordination  with  State  and  local  government  arid  private  sec- 
tor economic  activity. 
Sec.  204*  Regiona^nd  structiiral-  employment  policies. 
Sec.  205.  Youth  eniploymcnt  policies.  - 

Sec.  206.  Full  Employment  pfjice  and  reservoirs  of  employment  projetka. 
■     /  Sec.  207.  Income  maintenan-ce  aTul  full  employment  policies. 

>        ^  .  TITLE  III— POLICIES  AND  PROCEDURES  FOR 

,         ,  CONGRESSIONAL  REVIEW 

-    .        Sec.  301.  Statement  of  purpose. 

Sec.  302.  General  congressional  reviexo.  * 

Sec.  303.  Congrcssionalixview  of  economic  goals  in  PresidenVs  Economic 

Report.  ' 
Sec.  304.  Congressional  review  of  Full  Employment  and  Balanced 

Growth  Plan. 

Sec.  306.  Divisian  of  Full  ^mploymen^  and  Balanced  Growth. 
Sec.  306.  Exercise  of  7'ulemaJcing  powers. 

TITLE  IV— GENERAL  PROVISIONS 

Sec.  401*  Nondiscrimination. 
Sec.  402:  Labor  standardnl 
Sec.  403.  Authorisations. 

1  ^  GENERAL  FINDINGS  '  ' 

2  Sec,  21  (a)  The  tongress  finds  that  the  Nation  has 
"  '    3   suffered  substantial  and  increasing  unemployment  and  under- 

4  employment^  over  prolonged  periods  of  Hime,  imposing  nu- 

5  merous  economic  and  social  costs.  Such  costs  include  the 
r      6  follotoing: 

1  ^  '  (1)  The  Nation  is  deprived  of  the  full  supply  of 
8»       goodsj^^m^*^ervices,  ih^ full  utilization  of  labor  and 
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1  capital  resources,  and  the  related  increase  in  individual 

:  '2;  income  and  well-being  that  would  exist,  under  conditions 

3  of  genuine  full  ^ployment  -  ,  . 

4  (2)  Insufficient  production  is  availaUe  to  meet 

5  pressing  nationd  priorities, 

6  '  ( 3)  Workers  are  deprived  of  the  job  security,  in- 

7  '  come^  sldU  development,  and  productivity  necessary  to 

8  maintain  an^  advance  their standards  of  living, 

9  (4)  Business  and  industry  are  deprived  of  the  pro-, 

10  duction,  sales,  capital  flow,  and  productivity  necessary 

11  to  maintain  adequate  profits,  create  jobs,  'and  contribute 

12  to  meeting  society's  economic  needs, 

13  (5)  The  Nation  is  exposed  to  social,  psychological, 

14  arid  physiological  costs  and  traumas,  including  disruption 

15  of  family  life,  loss  of  individunl  dignity  and.  self -respect, 

16  and  the  proKfemtioh  of  physical  und  psychological  ill- 
IT  nesses,  drug  addiction,  crime,  and  social  conflict. 

-.1^  (6)  Federal,  Sfa-te,  and  local  government  economic 

19  activity  is  und^iined  as  government  hudgcl  deficits  occur 

20  because  tax  revenues  fall  and  expenditure^  rise  for  unem- 

21  ployment  compensation,  public  assistance,  and  other  reces- 

22  sion-rehtcd  services  in  ihe  areas  of, cTiminal  justice,  drug 
^      ,  ■  ■  ■  ■     '                    *      .   ■  ■■  ■ 

23^  addiction,  and  physical  and  mental  health/ 

"V  ■  ,  '■•  . 
,24  v>      (f^j  The  Conf^ress  further  finds:  . 
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(1)  High  unemployment  i)pten  increhses  inflation  by 
diminishiny  labor  training  and  skills^  undemiilizing  capi- 
tal resources,  reducing  the  rate  of  prodxidivky  advance,, 
increasing  unit  labor  <X)sts,  reducing' the  general  supply 
of  goods  an^  services  and  thereby  generating  c<)st^ush 
inflation^  In  addition,  modern  inflation  has  been  due  in 
large  measure,  to  errors  in  national  economic  policy,  in- 
cluding erratic  monetary  policy,  inadequate  energy  and 
food  policies,  and  ineffective  policies  to  maintain  competi- 
tion in  the  private  sector,  ' .  ^ : 

(2)  AUhough  necessary  for  sound  economic  policy, 
.  cigg^cg<ite  monetary  and  fiscal  policies  aix  inadequate  by 

themselves  to  achieve  full  employment' prodjiction  and  4o 
restrain  inflation.  Such  pqlici^  must  be  supplemented  by 
more  direct  private  and  public  measures  to  create  emr 
ployment  and  reduce  inflation. 

( 3)  Genuine   full   employment   has   not    been  ^ 
achieved,  in  part,  becaiise  explicit  short-  and  long-term 
national  economic  goals  and  priorities  hq.ve  not  been 
established  by  the  President,  the  Congress,  and  th^  Fed- 
eral Reserve,  Moreover,  public  and  private  ^economic 

policies  have  not  been  organized  and  coordinated  to 

'  *        '  '  ' 

achieve  national  goals  and  priorities^ 

(4)  Increasing  job  opportunities  and  full  employ- 
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1  .  -    ment  make  a  major  contribution  to  the  abolition  of  dia- 

2  ^  crimiridtion  based  upon  sex;  age,  race,  color ^  religiony 

3  national  origin,  and  other  improper  factors,  - 

4  (c)  The  Congress  further  finds  that  an  elective  full 

5  employment  and  balanced  growth  ^policy  should  (1)  be 

6  based  on  the  development  of  explicit  economic  goals  and 

7  policies  involving  the  President,  the  Congress,  and  the  Fed- 

8  ergl  Res^he,  as  well  as  Stafe  and  local  governments,  with 

9  full  use  of  the  resources  and  ingenuity  of  the  private  sector. 
10  of  the  economy,  aM  (2)  include  programs  specificau^  de- 
ll signed  to  reduce  high  unemployment  due  to  recessions,  and 

12  to  reduce  stilictural  unemployment  within  regional  areas 

13  and  among  particular '  labor  force  groups,  ..^^^ 

14  \  (d)  The  Congress  further  finds  that  full  employment 

15  and  balanced  groivth  are  important  national  requirements 

16  that  will  promote  the  economic  security  and  well-ieing  of 

17  all  our  citizens. 

18  TITLE  I— ESTABLISHMENT  OF  GOALS,  PLAN- 

19  NING,  AND  GENERAL  ECONOMIC  POLICIES 

20  STATEMENT  OF  PURPOSE 

21  Sec.  1^1.  It  is  the  purpose  of  this  title  to  declare  ihe 

22  general  policies  of  this ;  Act,  to  provide  an  open  ppocess  under 

23  which  annual  economic  goals  are  propos^,  reviewed,  and" 

24  established,  to  provide  for  the  development  of  a  long-range 

25  Full  Employment  and  Balanced,  Growth  Plan,  to  provide 
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\  .  for  economy  in  goiemment  measures,  to  ensure  that  mone- 

2  tary,  fiscal,  anti-inflation,  and  general  economic  policies  ark 

3  used  to  achieve  the  annual  economic  goals  and  support  the 

4  goals  and  priorities  of  the  Full  Employment  and  Balanced 

5  Growth  Plan,  and  generally  to  strengthen  and  supplement 

6  the  purposes  an^  policies  of  the  Employment  Act  of  1946. 

7  DECLARATION  OF  POLICY 

8  Skc,  102.  (a)  Section  2  of  the  Employment  Act  of 

9  1946  (15  U.S.C.  1021)  is  amended  io  read  as  follows: 

10  ''declaration  OF  POLICY 

11  *  ''Sec.  2.  (<i)  The  Congress  hereby  declares  that  it  is 

12  the  continuing  policy  and  responsibility  of  the  Federal  Gpv- 

13  emment  to  use  all  pn^cticable  means,  consistent  with  its 
.  14  needs  and  obligations  and  other  essential  national  policies, 

15  with  the  assistance  and  cooperation  of  industry,  agriculture, 

16  labor,  an^ State  and  local  governments,  to  coordinate  and* 

17  utilize\all  its  plans,  functions',  and  resources  fSi  the  purpose 
•  .  '                       - .    -                               .  -  ■■       •  ■ 
■18  of  creating  and  maintaining,  in  a  manner  calculated  to  foster 

19  and^  promote  free  pompeiitive  enterprise  and  the  general 

20  welfare,  conditions  which  promote  balanced  growth  and  use-, 

'  *''■   ■  'i '  ■  *\ 

21  ful  employment  opportunities,  including  self-employment,  for 

22  those  ^dble,  willing,  and  seeking  to  work,  and  to  promote  full 

23  employment,  production,  and  purchasing  power, 

24  *[(b)  The  Congress  declares  and  establishes  the  right 

25  of  all  adult  Americans  (sixteen  years  of  age  or  older)  able. 


1  wiUing,  and  seeking  work  to  opportunities  for  useful  paid 

2  employment  at  fai^  rates  of  cothpensation, 

3  ''{c)  The  Congress  further  declares  that  inflation  i4 

. .  4  major  national  p roblem  requirin g  improved  government  poli- 

5  cies  relating -to  foqd^  energy,  improved  fiscal  and  monetary 

6  management,  economy  in  govemp^snt,  the  reform  of.  out- 
.  7  moded  government  rules  and  regulalionSj  the  correction  of 

%  structural  defects  in  the  economy  [hat,  prevent  or  seriously 

9  impede  competitiqn  in  private  market^^  and  other  measures,'^ 

v,10  ECmOMlC  GOALS  AND  T^A  EQ^Noilic  MEPQRT  OF  THE 

11  ,  PRBSIDESi 

12  Sec,  iqaf^Seciidii  3!(c^)  of  the  Employment )^  of  1946 

13  is  amended  to -read  as' folios f    .  .,[]^/ 

14  'i  "Sec.  3^^  (a)  TKl  President  shall  transmit  to  the  Con- 

gress  not  Ig^er  than  -January  20  of  each  year 'an  economic 
•16^  repoH  (h£rej.nxifter  (^leS'  thJe  ^Economic  Report')  /letting 

11  fM  far  each'year^o        ,   ^  ' 

•■•"^      .  ']  .f       '"''^    ■  ,  '  /  "         ^       *'  .  . 

18.   •  current  und  forseeabh  trendy  in  the  levels  of 

10  *  '^''^^npti/ymentf  production,  and  purchasing  power  and  a 

20  .       revieivand  analysis  of- economic  conditions  aff feting  these 

21  econmnic  trends  in  the  United  Stales;  * . . 

22  '          '^^(2)  annual  numerical  :(pals  for  employment,  pro- 

23  .      duction,  and  purchasing  power  that  are  designed  to 

24  achieve  balanjced  gla^tfi  and  full  employment  of  the 
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1  Nation!s  human  and  capital  resources  as  promptly  as  - 

2  possible}  .  ^ 

3  /*(3)  a  numerical  long-term  full  employment  goal 
^4  which  is  (A)  consistent  with  the  minimum  level  of 

5  f fictional  tenemploymeni  necessary  for  efficient  job  search 

6  and  mobility  in  the  labor  force,  and  (B)  consistent  mth- 

7  the  aggregate  long-term  economic  goals  and  piiorities 

8  set  forth  in  the  Full  Employment  and  Balanced  Growth 

9  Plan  required  under  section  3A;  and  ^ 

10  ' programs  end  policies  for  carrying  out  the 

^  11  poliq/  deddred  in  section  2  of  this  Act^  as  wdl  as  the  ^ 

12  num^ericai  economic  goals  of  paragxajph  (2)  of  this 

13  subsecHonf  together  with  such  recommendations  for  leg-  . 

14  islation  as  the  President  deems  necessary  or  desirable  in  - 

15  order  to  achieve  full  employment  and  balanced  growth 

16  as  promptly  as  possible.*^ 

/  '  '  ' 

17  FULL  EMPLOYMENT  AND  BALANCED  GROWTH  PLAN 

18  Sec\  104.  The  Employment  Act  of  1946  is  amended  by  : 

19  adding  <ifler  section  3  the  following  new  section :  . 

20  '*FVLL  employment;,  and  balanced  growth  plan 

21  '*6'bc.  5-4,  (a)  In  conjunction  with  the  first  Economic 

22  Report  after  enactment  of  this  sectionf  or  within  ninety  days 

23  after  the  enactment  of  this  sectionf  whichever  may  come  oar- 

24  lierf  and  thereafter  in  conjfmdion  with  each  annual  Economic 
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.  37  , 

1  Report,  the  PreMerd  shall  transmit  to  th^  Congress  a  pro- 

2  posed  Full  Employment  and  Balanced  Growih  Plan,  pre- 

3  pared  with  the  assistance  q/  the  Council  of  Economic  Advisers, 

4  and  in  consultation  with  the  Office  of  Management  and 

5  Budget,  The  Plan  shall  propose,  in  quaniitoiive  and  qualita- 
Q  tive  terms,  and  for  the  number  of  years  feasible,  longHerm 

7  ncUional  goals  related  to  full  employ^jf^t,  production,  pur- 

8  chasing  power,  and  other  essential  priority  purposes,  and  the 

9  major  policies  and  programs,  including  recommendations  for 

10  legislation,  to  achieve  such  goals  and  priorities.  In  developing 

11  the  goals,  the  President  shall  take  into  account  the  level  and 

12  composition  of  each  factor  needed  to  maintain  economic  bal-. 

13  ance  and  full  resource  use  and  to  meet  priority  needs. 

14  The  Full  Employment  and  Balanced  Growth  Plan 

15  shall  set  forth  the  foreseeable  irends  in  economic  and  social 

16  conditions,  provide  estimates  of  the  unmet  economic  and 
17,  social, needs  of  the  Nation,  and  identify  the  human,  capital^ 

18  and  national  resources  available  and  needed  for  the  achieve- 

19  ment  of  the  economic  and  related  social  goals  and  priorities 

20  established  in  the  Full  Employment  and  Balanced  Growth 

21  Plan, 

22  'Y The  Full  Employment  and  Balanced  Growih  Plan 

23  shall  contain  lojig-terrn  economic  goals  as  follows — 

'24  ^^(i)  f^^ll  employment  goah  set  at  the  number 

26  of  jobs  to  he  provided  for  adult  Americans  in  order 
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1  to  reduce  unemployment  to  the  minimum  level  of  fric 

2  tional  unemployment  consistent  with  efficient  job  search 

3  *  and  labor  mobility; 

4  ''(2)  full  production  goals  set  at  the  levels  of  output 

5  estimated  to  be  yielded  by  achievement  of  the  full  em- 

6  ployment  goals  as  defined  above,  unth  expected  improve- 

7  ments  in  productivity;  and 

8  ,  ''(3)  full  purchasing  power  goals  set  at  levels  esti- 

9  mated  to  be  necessary  for  attaining  and  maintaining 

10  full  employment  and  production  while  contributing  to 

11  an  equitable  distribution  of  purchasing  power, 

12  ''(d)  In  carrying  out  the  provision  of  .paragraph  (1) 

13  of  suBseciion   (c),   the  fuU  employment  goal  shall  be 

14  consistent  with  a  rate  of  unemployment  not  in  excess  of 
16  3  per  centum  of  the  adult  Americans  in  the  civilian  labor 

16  /orce,  to  be  attained  as  promptly  as  possible,  but  within  not 

17  more  than  four  years  after  the  enactment  of  the  Full  Em- 

18  ployment  and  Balanced  Growth  Act  of  1976,  Within'  one 

19  !/eor  off  the  date  of  enactment  of  the  Full  Employment 

20  Balanced  Growth  Act  of  1976,  the  President  shall  review  the 

21  full  employment  goal  and  timetable  required  by  this  section 

22  and  rep<^  to"^  Congress  on  any  obstacles  to  its  achievement 
28  and,  if  necessary,  propose  correctivp,  economic  measures  to 
21  insure  that  the  full  employment  goal  and  timetable  are 
26  achieved,                        ,  ' 

43  , : 
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1  **Prioriiie8,  Policies,  and  Programs 

.     .        .     *.  ' ' 

2  "(c/  To  contribute  to  the  (ichievement  of  the  general 

3  economic  goals  established  in  sections  3 fa)  (2)  and  3 A  (c) 

4  of  this  Act,  the  Full  Employment  and  Balanced  Growth  Plan 

5  shall  propose  priority  policies  and  programs  that  comprise 

6  a  full  employment  program  that  provides  productive  nan- 

7  wasteful  jobs  and  that  relrder  national  priorities  .  and 

8  employ  the  jobless  in  the  production  of  goods  and  services 

9  wfkch  add  to  the  Mrength  of  the  economy,  the  wealth  of  the 

10  Nation^  and  the  well-being  of  the  p^dptei  Such^  policies  and 

11  programs  , shall  not  be  set  forth  in  thi^.ptograti^atic  detail 

12  developed  by  specialized  Federal  agencies^/ arid  ' by  .others 

13  in  the  public  dnd  private  ^sectorSf  btU^^  only  sufficiently  to 

14  furnish  a^n  integrated  perspective  of  our  needs  and  capabiliti^ 

15  and  as  a  long-rim  guide  to  optirjium  private^  Federqly  State, 

16  and  local  government  action.  Priority  policies  and  programs 

17  to  support  full  employment  and  balanced  growth  shall  ini- 

18  .,  tially  include — 

19  *'fl)  development  of  energy,  transportaiionf  food; 

20  small  busi^iesSf  and  environmental  improvement  policies 

21  and  programs  requited  for  full  employment  and  balanced 
22.  ..  economiff  growth^  and  required  also  to  cqmhai  inflaiwn 
23         f)y  meeting  full  economic  levels  of  demand, 

24i  "(2)  the  quality  and  quantity  of . health  care,  educa- 

25         tion  arid  training  programs^  child  care  and  other  human 

it  ■ 


\  services f  and  housing^  essential  to  a  full  economy  and 

2  moving  gradually  toward  adequacy  for  all  at  costs  within 

3  their  means;  ' 

4  (3)  Federal  aid  to  State  and  local  govemmentSf 

5  especially  for  public  investment  and  unemployment 

6  related  costs; 

'  'V7  **(4)  national  defense  and  other  needed  intemor 

'^.f  8         tional  programs;  and 

9  ^  (5)  such  other  priority  policies  and  programs  as 

10  .  the  President  deems  appropriate. 

11  **(f)  The  President  shall  establish  procedures  to  injure 

12  that  members  of  the  Cabinetf  relevant  regulatorj/  agencies^lj 

13  other  relevant  officers  of  the  executive  branch,  and  the 

14  Chairman  of  the  Advisory  Committee  on  Full  Employment 

15  and  Balanced  Growth  have  an  opportunity  to  review'  and 

16  .  make  recommendations '  to  the  President  prior  to  his  or  her 

17  submission  of  the  Full 'Employment  and  Balanced  Growth 

18  Plan  to  the  Congress.  The  annual  reports  of  depa/rtments 

19  agencies  "shall  include  reports  on  any  actions  and  studies; 

^     ' .  *■  - 

20  undertaken  related  to  the  implementatiton  of  the  Full  ^nt- : 

21  ployment  and  Balanced  Growth  Plan. 

22  **(g)  At  the  time  of  the  submission  of  the  proposed 

23  Full  Employment  and  Balanced  Growth  Plan  to  the  Con- 

24  gresSf  .  the  President  shall  transmit  copies  of  the  Plan  to  the 
26  Gpveimpr  of  each  State  and  to  other  appropriate  State  and 


2  local  officials.  Within  sixty  days  after  the  submission  to  Con- 

2  gress  of  the^proposed  Full  Employment  and  Balanced  Growth 

3  Plan,  the  Governor  of  each  State  may  submit  to  the  Joint 

4  Economic  Committee  a  report  tontaining  findings  and  rec- 

5  ommendations  with  respect  to  the  proposed  Plan.  Any  such 
(5  report  submitted  by  a  Governor  shall  include  the  views  and 
7  comments  of  citizens  within  the  State,  after  public  hearings 
g  have  been  held  toithin  the  State,  A  Governor  may,  if  he  o;; 
9  she  so  desires,  submit  at  any  time  to  the  Jqint  Economic 

10  Comrnittee  such  additional  reports  or  information  in  respect 

,11  :  to  matters  placed  by  this  Act  within  the  responsibility  of 

12  the  Joint  'Economic  Committee  as  the  Governor  deems 

13  advisable,^' 

14  ECONOMY  IN  QOVERNMENT 

15  •     Sec,  105.  (a)  The  Congress ''finds  and  djeclitre'S  Uhat 

16  widespread  duplication  and  contradiction  amprii^  ^Ee^^ 

17  departments  and  agencies,  the  failure  to  establish  %ng-term 

18  priorities,  lack  of  adequate  information  on  the  impact  of 

19  r^uldtions  and  programs,  and  the  lack  of  a  process 

20  for  developing  more  efficient  alternative<v  for  achieving  the 

21  Nation*s  priorities  are  impeding  J^e  Pederal  Government  in 

22  efficiently   i7nplementing   full   employment    and  balanced 

23  growth  policies.  The  Congress  further  declares  that  genuiit^ 

24  -efficiency  in  Government  tequires  time»  and  planning.  Ac- 

25  cordingly,  it  ii  flto  purj[)Qse  of  this  section  to  utilize  the  com- 
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1  prehensive  planning  framework  established  by  section  104 

2  to  improve  the  efficienqf  and  economy  of  the  Federal 

3  Government 

4  (b)  In  carrying  out  this  section,  the  President  shall, 

5  in  conjunction  with  the  submission  of  each  Full  E7r}ployment 

6  and  Balanced  Growth  Plan,  submit  proposals  for  improving 

7  the  efficiency  and  economy  of  the  Federal  Government,  in- 

8  eluding,  but  not  necessarily  limited  to — 

9  (1)  0.  review  of  existing  Government  rules  and 

10  ^     regulations  to  determine  if  they  still  serve  a  public  pur- 

11  pose  and  are  propefJLy  designed;  and 

12  (2)  an  annuel  evaluation  of  20  per  centum  of  the 

13  dollar  volume  of  existir\g  Federal  programs  which  are 

14  in  effect  each  year,  and  the  submission  U>  Congress  of  a> 
Ifi  formal  analysis  of  the  economic  and  social  impact  arid-. 
16         value  of  each  program.  Ft, 

/  :  :  V        FISCAL  Am  MONETARY  J>0UCW8 
Iff        Sec,  J 06.  (d).  The  Employment  Apt  of  1946  is  amended 

19  by  inserting  after  section  3A,  as  Added  by  this  Act,  the  foUow- 

20  ing  new  section : 

21  **FisCAL  AND  MONETARY  POLICIES 

22  **Skc,  3B.  (a)  The  President's  Budget  and  Economic 

23  Report  shall  be  consistent  with  the  Full  EmploymeM  and 

24  Balanced  Growth  Plan,  and  ihe  Economic  Report  shall  set 

25  forth  for  each  year  the  foilawing: 


1  "(1)  The  level  and  composition  of  Federal  expenditures,  ' 

2  measured  against  estimaied  capabilities  at  full  employment 

3  and  production,  necessary  to  support  the  annual  economic 

4  goals  proposed  in  section  3  and  to  support  the  Full  Employ- 


5  ment  and  Balanced  6rroicih 
5    role  of  the  private  sector  and 


Plan,  taking  into  account  the 
yf  State  and  hoal  governments 


7  in  supporting  these  purposes.  The  President  shall  also  make 
^"^determination  of  the  extent  to  which  the  use  of  aggregate 

9  fiscal   and  monetary  policy ,   without  the  supplementary 

10  employment  policies  provided  in  the  Full  Employment  and 

11  Balanced  Growth  Ad  of  1976,  will  achieve  the  produc- 

12  tiony  employment,  purchasing  power,  and  priority  goals 

13  required  in  sections  3  and  3 A,  Whenever  the  economy  is 

14  operating      full  production  and  employmervt,  or  subjected 

15  to  excessive  overall  strain,  the  general  principle  to  be  fol^ 

16  lowed  is  that  priority  expenditures  established  in  section  3 A 

17  (e)  shall  not  in  general  be  reduced,  allowing  for  some  varia- 

18  tions  for  countercyclical  purposes,  so  long  as  it  is  feasible  to 

19  reduce  relatively  less  important  expenditures,  or  to  resort  to 

20  means  set  forth  in  paragraph  (2)  below, 

21  "(2)  Federal  tax  policy  consistent  with  expenditure 

22  levels  in  paragraph  (1)  of  this  subsection  necessary  to  (A) 

23  balance  the  Federal  budget  or  create  a  surplus  under  .ponr 

24  ditions  of  full  production,  employment  and  purchasifig  power, 

25  (B)  restrain  ^excessive  economic  activity  and  inflation  when 
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2  /^^  emplpymenti  (C)  avoid  fiscal^  drag  upon  the  economy 

3  djim^f  any  periods  of  substantial  econovr^ic  slack,  and  (D) 

4  contribute  to  the  heeded  level  and  distribution  of  purchasing 

5  power,  ^   ■    ^ 

6  **f3)  A  mbneiaty  pbl^cy  designed  io  assure  such  rate  of 

7  growth  in  the  Nation^  ml^ey  supply,  such  interest  rates, 

8  and  such  crediC  availability,^  inQluding  policies  of  credit 

9  reform,  allocation,  iiud  international  capital  flows  as  are  con- 
10  ducive  to  achiemng  and  maintaining  the  full  employment, 

.   '  11  production,  purchasing  power  and  priority  goals  specified  in ' 

12  sections  3  and  3A,       .  j     _  . 

13  ~'     '*fb)  The.  Board  of  governors  of  the  Federal  BesesrtSe  ^ 

14  System  shall  transmit  (o  the  President  and  the  Congress;:,- 

y 

15  wifhin  fifteen  daya  after  Jhe  transmission  of  the  Economic 

16  BepoH  or  the  Full  Efkpt^yment  and  Balanced  Growth  Plan, 
*17  whichever  may  oome  earlier,  an  independent-  statement 
18  setting  forth  iis' intended  policies  for  the  year  ahfad  with 
ig  respect      its  functions,  the  extent  to  which  these  policies 

,  20  will  support  the  achievement  of  the  goals  in  section  3  and 

.  21  section  3 A,  and  a  full  justification  for  any  substantial  vari- 

22  ations  from  the  President's  goals  and  recommendations.  If 

23  the  President  det^ines  that  the  Boards  policies  ajre  incon- 
24t  sistent  with  the  achievement  of  the  goals  and  policies  pro- 
25  posed  under  this  Act,  the  President  shall  niake  recommendor 


turns  to  the  Board  aiid  ilb'^WJe^JOongress  to  vrmre  closer 

o  conformiiy  to  the  purposes  '  of  ihji^:Acti^*  ^ 

3  '  ANTMNFLATij^N  P0LJ0JE8 

4  S^C.  107.  ^aj  Section  3  of  the  Employment  Act^of 
g  1946  is  amended  by  adding  at  the  end  thereof  the  following: 

*6  .  **(^)         Economic  Report  shall  each  year  contain 

\  fj  a  comprehensive  set  of  anti-inflation  ^policieiSf  inchidingf  but 

3  not  necessarily  limited  to — 

9  **(1)  a  (smprehensiv^mfpT^^      system  to  moni* 

10  tor  and  analyze  inflaiionary  ^rends  in  individual  eco- 

31  Vfomic  sectors,  including  information  on  the  interna^ 

12  tional  sector^  so  that  the  President  andj  Congress  can  be 

13  alerted  to  developing  inflatim^^roblkins  ^^ 

'     \   '  . 

14  ^^(2)  the  use  of  mmetary  arid  fiscal  policy  geared 
1§'  to  the  capabiliti^  of  the  economy  operating  at  fulhem* 
16  ployment  as  provided  in  section  3B;     «  -  v  ! 

-17  **(3)  programs  and  policies  iUxthe  FyU  Employ- 

ig  ment'' and  Balanced  OrbtOih  Plan  for  increasing  the 

19  supply  of  goods,  services,  laljor]  and  capital  in  struc- 

,'20  V    turaUy  tight  markers,  with  particular  emphasis  on  in- 

21  creasing  the  supply  of  food  and  energy; 

22  .      '    ^  "(4)  provision  for  an  export  licensing  mechdnism 

23  for  food  and  other  criticW  materials' whe?i  the  national 

24  welUbei'ijlf'^is  tnreateri^d^jl^iuse  projected  supplies  are 


I        increasing  prices,  and  the  esiablishment  of  stockpile 
'  2        reserves  of  food  and  other  critical  matericds  in  order. 

3  to  meet  emergencies  ^such  as  floods  and  famines  and  to" 

4  maintain  re^onable  price  stability  and  adequate  fqrm 

5  .  income; 

■  ■    •  ■  ■  " 

6-  ''(S)  encouragement  to  labor  qfid  management  to 

■  '     .  ■  ./         ,-   .•  '  ■         .-  ' 

7  tncfease  productivity  within  the  national  framework  of 

8  /"^  employment  through  voluntary  arrangements  in 

9  /  industries  and  econdrri^  sectors;'  :-^„'" 

10  recommendations  to  drengtKSii^dn^ 

11  the  antitrust  laws  and  such  other  recomfnendoHom  as 

12  are  necessary  to  increase  competition  in  the  private 

13  sector;  and 

14  *^f7)  ,rec<mmendatiom  fpr  tidministrativ^^ 

16  lative  aSHons'  to  promote  reo^^iMe  price  stability  if^  ] 

16  situations  develop  that  seriously  threaten  national  price 

17  '  stabUiiy/ 

18  COUrfClL  OF  ECONOMIC  ADVISERS 

19  Sec.  108,  (a)  The  second  sentence  of  section  4(a)  of  "/ 

20  ,  ^  Employment  Act  j^f  19,46  is  amended  byinserting  **fuT,r 
\  2i  immediately  after ''promote'^  /  /    .  *' 

(b)(1)  Section^  4(c)(1)  of  such  Act  is  amended  by 
\2l3'j  inserting  immediately  before  the  semicolcni  a  comma  and  the 

24  following:  ''and  the  Fvil iSmployment  and  Balanced  Growth- 

25  Plm'\ 
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1  '     (2)  Section  '4(c)  (4)  of  such.  Act  is  amended  by.  insert- 

,   ^  2  irig  "/uH"  immediately  after  "maintain".     '  ' 

3  (c)(1)  Section  4(e)  (1)  of  such- Act  is  amended  by 

4  inserting  immediately  before  the  semicolon  a  cimma  and  the 
*  5.  following:  "and  shaU  consult.with  the  Advisory  Committee 

6  established  under  section  6,''  ' 

,7  (2)  Section  4(e)  of  swh  Act  is  amended  by  striking 

8  out  the  period  at  the  end  of  paragraph.  (2)  aAd  insertinf  in 

•  9  lieu  thereof  a  semicolon,  and  by  adding  after  suafUparagraph 

10  (2)  the  foOomng:  > 

11  "(3)  In  this  connection,  the  Council  is  authorized  and 
{2  directed  to  seek  and  obtain  the- cooperation  of  the  various 
13  executive  and  independent  agencies,  in  the  developn^ent  of 
li  spedalizedsttidies  essential  to  its  response  ^ 

15  4DVJS0RT  COMMITTEE  ON  FULL  EMPLOYMENT  AND 

s  BALANCED  GROWTH  . 

) 

IT,  Sec.  109,  The  Employment  Act  of  1946  is  amended  hj 
18   adding  at  the  end  thereof  the  following  new  section: 


19        .  ADVISORY  COMMITTEE  ON  FULL  EMPLOYMENT  AND 
•20  ^  BALANCED  GROWTH 

21  ''SEq.  S.  fa)  To  furnish  advice  and  assistance  io  the  ' 

22  Council  of  Economic  Advisers  in  the  preparation  and  review 

23  of  the  Economic  Bepokand'Full  Employment  and  Bdanced  \ 
,24  Growth  Plan,  there  is  established  an  Advisory  Committee  m^' 
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1  Full  Emploipnent  and  Balanced  Growth,  which  shall  con- 

2  sisiof-^  * 

3  ^^(^)  f<^^  members  appointed  by  ihe  President; 

4  foup  meiribefj^  appointed  by  the  Speaker  %f: 
5;       the  House- of  ItepresenAatv^es;  and 

6  ^*j(3)  :,  f(mr  members  appointed  by  the  President 
*■     ■  ■   .  I,.  ' 

7  .       pro  tempore  of  the  Senate,         .-j  ■  " 

,       « > 

'8         "(b)  The  Committee  shall  elect  n  Ckairmany  and  shall 
9    meet  at  the  oall  of  the  Gftairmany  but  not  le^s  than  twice  a 
10'  year.  The  members  of  ihe  Advisory  Committee  shall  be  ap- 

11  pointed  ^or  terms  of  two  years  from  among  representatives  of 

12  laboVy  industry,  agriculture;  coTisumerSy  and  the  public  at 
*13  large,  who  are  Specially  competent  by  virtue  of  background 
H  and  experience  to  furnish  advice  to  the  Coui^cil  on  the  views 
%^   and  opinipns  of  broad  segments  qf  :th^  public  xm  ihatters 

involved  in  the  formulation  and  impl^fnertt^iton  of  goals  and 
1^    policies  for  full  en^ploynient  and  balanced,  growth. ' 
IS         "(c)  Each  member  of  the  Advisory  Committee  shall  be 

19  entitled  to  be  compensated  at  a  rate  equal  to  the  per  diem 

20  equivalent  of  the  rate  for  an  individual  occupying  a  position 

21  at  lei^l  III  of  the  Executive,  Schedule  under  section  5314 

22  of  title  5,  United  States  Code,  when  engaged  in  the  actual 
<    ■  ■ ,  ■  *  . 

?3   performance  of  his  or  her  duties  as  such  a  member y  and  each 

2i   member  shall  be  entitled  to  reimbursement  for.  travely  sub- 
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I   sistejice,  and  other  nec^^ry  expenses  incurred  Jn  the  per- 
formance  of  his  or  her  duties. 

3  '\(d)  The  Advisory  Cqmihittee  is  authoHzed  to  estah- 

4  lish  regional,  industry^^and  special  advisory  subcommittees  to 

5  furnish  advice  and  assistance  to  it.^Each  such  mbcommittee 

6  shall  consist  of  at  least  one  member  of  the  Advisory  Commit- 

7  tee  and  s(^all  be  broadly  representative  of  the  particular 

••  'if'- 

8  region  or  industnj,  including  ' hisiness,  labor,  consumer 

9  interests,  and  other  interested  groups.  V 

10  .      ''(e)  The  Chairman  of  the  Pouncil  of  Economic  Ad- 

11  visers  shall  furnish  the  Advisory  Committee  with  such  per- 

12  sonnel,  facilities,  and  services  as  he  or  she  deems  necessary  to 

13  enable  th  Advisory  Committee  to  perform^  its  fuHctions 

14  under  this  Act.'' S  • 

,16  '^Tms  U^COUNTERCYCmCAL,  STRUCTURAL, 

16  AND  YOjUTH  EMPLO  YMENT  POLICIES 

17  "  STATEMENT  OF  PURP08E 

18  ,  Sec.  201.  It  is  the  purpose  of  this  title  to  establish 
1^   supplementary  employment  policies  to  close  the  employ-^" 

20  m£nt  gap;  if  one  should  exist,  between  the  levels  of  em- 

21  ployment  achieved  through  aggregate  monetary  and  fiscal 
22*  polictl  and^  the  emphytnent  goals  established  in  sections  3 

23  and  3^  of  the  :0kploym€nt  Act  of  1946,  Accordingly,  this 

24  title  est(iblishes  a  system  of  comprehensive  and  flexible,  .em-  - 

25  ployment  policies  to  create  Jobs  in  both  the  private  and 


1  public  sectors  of  the  economy  that  encourages  the  optimum 

2  contribution  of  the  private  sector  and  State  and^VicHtd  gaty  ^ 

3  emments  toward  the  achievement  of  the  goals  arlj^  jmrposes 

4  of  this  Act,  These  supplementary  employment  poUcies  ehall  , 

5  vary  according  to  economic  conditions  and  the  other  actit>ns 

g  taken  under  this  Act,  but  shall  have  the  broad  otjeorijj^  of^/ 

7  reducing  ci/clical,  structural,  regional,  and  youth  unemploy- 

3  meitty  and  unemployment  due,  to  (liscrimination.  It  is  also 

9  the  purpose  of  this  title  to  establish  a  Full  Emplogment 

10  Office  within  the  Department  of  Labor  to  use  special  means 

11  for  training  and  providing  einploipnent  for  those  people  who 

12  are  otherwise  unahfc  to  find  eviplogment.  It  is  the  further 

13  i>urpose  of  this  title  to  mandate  improved  integration  of  in- 

14  come  maintenance  pro(/-\vns  and  full  employment  policies, 

15  COUSTERCYCLICAL  EMPLOYMENT  POLICIES 

I 

16  Sec  202,  (a)(1)   The  Congress  finds  and  declares 

17  that— 

18  (A)  the  Nation  has  been  unprepared  to  promptly 

19  implement  employment  policies  during  periods  of  eco- 
\QQ         nomic  doxmtum  and  resultant  high  unemployment; 

•  (B)  existing  policies  are  so  diffused  and  fragmented 

22  M  Jevehf  of  government  thai  it  has  been  impossible 

23  ^0  implement  a  comprehensive  countercyclical  employ- 
2ft^        ment  program  in  a  coordinated  mdniihar;  and 

25  ( C)  the  lack  of  a  coherent,  flexibky  countercyclical 
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1  employment  policy  reduces^ the  prospects  of  the  Nation 

2  solving  economic  and  related  social  problems  which 

3  threap  fundamental  national  interests  and  o1)jectivts, 

4  .    including  those  specified  by  this  AcL  «  * 

5  (2)  It  is  the  purpose  of  this  section  to  require  the 

6  development  of  a  coherent  and  flexible  countercyclical  em- 

7  ployment  policy,  creating  jobs  in  both  the  privmie  and  - 

8  *  public  sectors  that  are  valuable  to  States,  local  cpmmunities, 

9  and  the  Nation,  and  thereby  reducing  employm^  gaps 

10  that  may  remain  despite  the:  appropriate  implemjentntion  of 

11  ^  other  provisions  of  this  Act.  '            *  ^ 

12  (b)(1)  To  carry  out  the  provision.^  of-  this  section,  tie  ^ 

13  President  shall  within  ninety  days  after  the  djfte  of  enact- 

14  ment  of  this  Act  transmit  to  the  Congress  a  comprehensive 
1^  proposal,  together  iri^h  such  legish'tion  as  is  uecessary,  which 
1^  sholl  establish  on  a  permanent  hosts  the  range  of  supplement 
^'^  tary  employment  /w//nV,s  dnd  profjrams  necesmry  to  reduce 

18  high  unemployment  arising  from  cyclical  movemetUs  in  the 

19  economy.  The  countercyclical  action  provided  for  in  this  sec- 
.  20  tion  relates  to  periods  of  high  vnem ployment,  regardless  of  the 

21  stage  of  the  business  cycle. 

22  (2)  In  establishing  the  component  parts  of  such  a  com- 

23  prehensive  proposal,  and  making  a  determination  of  the  role 

24  of  each,  the  President  shonfd  consider^the  following  program- 
28  matic  eniities — 
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1  ^^^/'.4^  countercyclical  public  servii^  emploxpnent; 

2  (B)  accelemted  public  v>orh,  including  the  develop- 

3  meni  of  standby  public  tmrks  projects; 

.    4  (C)  Stale  and  local  countciTpclical  grant  programs 

5  as  Specified  in  seolion  203 ;  ' 

6  (D)  the  levels  and  duration  of  unemployment  in- 

7  surance; 

8  (^)  training  in  both  the  private  and  public 

9  sectors,  both  as 'a  general  remedy,  and  as  a  supplement 

10  to  unemployment  insurance:  *     •  - 

11  (F)   i/outh  cfnploj/ntent  programs  as  specified  in 

12  sec{or205:  ' 

13  (G)  a  con^mnnity  development  profp-am  to  ptx)i^ide 

14  employm^l  iii^ctivities  of  value  to  the  States,  local 

15  coynmnniHes^iQ/nd  the  Nation;  and 

16  .    '     (H)  ai^^nentation  of  other  employment  and  man- 

17  power  programs  that  ivould  prove  helpful  in  meeting 

18  high  levels  of  unemployment  from  cyclical  causes! 

19  ( c)  To  insure  that  the  component  parts  of  the  counter- 

20  q/clical  proposal  establishes  an  integrated  and  flexible  pro- 

21  gramy  the  President  shaU— 

^2  ,  (1)    utilize    existing   employnient    and  training 

23  ^     mechanisms  as  appropriate; 

24  (2)  provide  for  advance  planning  for  counter- 


J  cyclical  employment  programs  among  the  Federal  De- 

2  partments  and  agencies; 

3  (3)  provide  for  an  automatic  trigger  or  set  of  co- 
ordindted  triggers  that  would  implement  the  program 

^  during  a  period  of  rising  unemployment,  and  phase  out 

^  the   program    when^iniemphj/meut    is   a  pproprlatehi 

^  reduced;                           ^   .  ^ 

g  (4)^ insure  that  allocation  of  employment  assistance 

9  takes  into  account  the  sH*erity  and  geographic  distribu- 

i^Q  tim  of  unemploymenty  and  the  special  needs  of  the 

11  unemployed  groups  within  the  labor  force; 

12  (^)  provide  for  a  jvell  balanced  combination  of  job 

13  creation  and  related  activities  in  both  the  private  and 

14  public  sectors  pf  the  economy;  and 

15  (^)   incorporate'  effective'  transitional  mechanisms 

16  to  facilitate  individuals  assisted  under  programs  devel- 

17  oped  pursuant  to  this  section  to  return  promptly  to 

18  regular. privaie  and  public  employment  as.  the  economy 

19  recovers. 

20  COORDINATION  WITH  ST^iTE  AXD  LOCAL  GOVERNMENT 

21  ^A'^>  PRIVATE  SECTOR  ECONOMIC  ACTIVITY 

22  *      Sec,  203,  (a)  As  an  intcfpral  part  of  the  comprehensive 

23  countercyclical  employment  policies  established  under  section 

24  202,  the  President  shall  set  forth  programs  mid  policies  to 

25  facilitate  harmonious  economic  action  among  the  Federal 
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1  Government,  regions.  States  and  localities  and  the  private 

2  sector  to.  promote  the  (1)  achievement  of  the  goals  and 

3  priorities  of  this  Act  .and  the  Emploxpamt  Act  of  1946, 

4  and  (2)  an  economic  environment  in  which  State  and 

5  local  governments  and  private  sector  economic  activity  and 

6  employment  will  proper  and  essential  services  will  be 

7  maintained, 

8  fb)  As  a  primary  effort  to  meet  the  requirements  of 

^   9    thvi  section,  the  President  shall  within  ninety  days  after  the  ' 

10  date  of  enactment  of  this  4^ct  transmit  to  the  Congress 

11  legislation  creating  a  permanent,  countercyclical  grant  pro- 

•12  gram  that  will  serve  ^  to  stabilize  State  and  local  budgets 

'(  ■        ■  ^ , 

13  during  periods  of  recession  and  high   unemployment.  In 

14  fonnulatiu;,    his  proposal,  the  President  shall  endeavor  to 

15  meet  criteria  that  estahliiih  a  progi^am  (1)  funded  to  take 

16  into  account  total  State  and  local  expenditures  and  the  na- 

17  tional  unemplmpnent  rate ;  and  (2)  automatically  imple- 

18  mentcd  when  the  national  unemploymein  rate  exceeds  a 

19  specified  rate. 

20  REGlOyAL  AND  STRUCTURAL  EMPLOYMENT  POLICIES 

21  Sec\  204.   (a)(V   The  President  shall  within  one 

22  hundred  and  eighty  days  after  the  date  of  enactment  of  this 

23  Act  transmit  to  Congress  a  cam presensive .regional  and  struc- 

24  tural  employment  proposed,  including  such  legislation  as 

25  neces^san/,  de.ngncd  to  reduce  the  chronic  underutilization  of 
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1  human  and  capital  resources  in  certain  areas  of  the  Country 

2  and  in  groups  taithin  the  labor  force.  In  formulating  the 

3  regional  components  of  such  a  proposal,  ihe  President  shall 

4  encourage  private  sector  production  and  employment  to 
^    5  locate  within  depressed  regions,  inner  cities,  and  rural  areas 

6  with  substantial  unemployment.   The  President's  regional 

7  employfnent  proposal  shall  also  include^an  analysis  of,  the 

8  extent  to  which  Federal  Govemm^t  tax,  exper^itkre,  and 

9  employment  policies  have  influeneed^ihe  movement  of,  people, 

10  johs,  and  industry  from  chronic  high  unemployment  regions 

11  and  areas,  and  proposals  designed  to  correct  Federal  policies 

12  that  have  an  adverse  economic  impact  upon  such  regions  and 

13  areas.  ^  - 

14  (2)  In  formulating  the  stru^ctural  components  of  such  an 

15  employment  program,  the  President  shall  utilize  existing 

16  employment  and  training  mechanisms  and  other  existing 

17  programs,  as  appropriate,  and  such  other  measures  as 

18  necessary, 

19  "  (b)  To  further ^meet  the  requirements  of  this  section,  the 

20  President  shall  transmit  to  the  Congress,  within  one  hundred 

21  and  eighty  days  after  the  date  of  enactment  of  this  Act,  leg- 

22  tslation  prodding  an  institutional  means  designed  to  encotr- 

23  age  {1)  public  hnd  private  investment  in  economically 

24  depressed  regions,  inner  cities,  economic  sectors,  and  rural 

25  areas  with  substantial  unemployment;  and  (2)  provide  an 
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1-  alternative  source  of  chpital  funds  for  Iqcal  and  State  \gov- 

2  emments  to  finance  paUic  facilities.  In  formulating  the  legis-' 

3  lation  required  by  this  sectt(^  the  Presjident  shall  include 

4  provisionr for-^^  .  '  ■ 
5^  ^"f^i^^^/ongr-Zcnn  loans  at  low  rates  of  interest  no 
6^        higher  than  the* average  rate,  of  long-term  Treasury 

7  borrowings  plus  service  costs;  ^  • 

8  (2)  capitalization  through  public  stock  a^nd  bond 

9 

9  .  subscriptions,  stock'  purcKases^by  the  State  governments, 
10         local  govemmenisr  and  bimnesses  that  benefit  from  the 

o 

11.         program,  and  financial  assis^nce  from  the  Federal  Gov- 
12         emment;  and 

(§J  setting  priorities  for  assistance  to  State 

14  and  local  government  and  businesses,  with  special  atten- 

15  tion  to  areas  with  unemployment  ratts  consistently  and 

16  significantly  in  excess  of  the  national  average,  to  achieve 

17  the  objective  of  increasing  employment  in  such  areas, 

18  and  increasing  total  employment. 

19  YOUTH  EMPLOYMENT  POLICIES 

20  Sec.  205.  (a)  The  Congress  finds  and  declares  that— 

21  .     (1)  serious  unemployment  and  econ<mic  disadvan- 

22  tage  exist  among  youths,  this  group  constit^^^  a  sub-  • 

23  stantial  portion  of  the  Nation's  unemployment,  and  this  ^ 

24  significantly  contributes  to  crime,  drug  addiction,  wid 

25  .     other  social  and  economic  problems; 
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(4)  existing  employment  programs  for  youth  arc 

-  10 

fragmented  and  inadequate,  and  the  special  needs  and 

11 

"problems  of  youth  unemployment  require  the  develop- 

12 

ment  of  a  permanent,  comprehensive  youth  employment. 

13 

program  which  will  meetthe  job  needs  of  youth. 

,14 

(b)  To  meet  the  requirements  of  subsection  (a),  the 

15  Pn 

esideui  shall  transmit  to  Congress  wiihin  ninety  days  after 

16  •  the  date  of  enactment  pf  this  Act  legislation  creating  a  com- 

'11  /yreh'ensive  youth  empl^nent  program,  which — 

18  "  (i)*  ufUlzT^/the  resoui'ces  and  faciliiics  of  existing 

19  •  '    youth  •empl(>i/mer}i  and  training  programs  that  are  de- 

20  signed  't^fjjktide  job>  opportunities  for  youths, 

:  -           21  <       provides  for  other '■p.blicie^  and  programs  neces- 

22  sary  to  provide  emphymmt  for<yoxi^  - 

23  •    (3)  coT^ributes  to  carrying  t)ui  the  policies  of  this 
-.,24  Actundthel^phymentAoiof  1946. 

f  '''      ''^'^  .    ■■■■■  .  ■•  .;,  ' 

o 
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(cj  In  forrhulaiing  such  a  program,  the  President  shall 

2  i^cludj  provisions  designed  to — 

S  (1^  fnl^  coordinate  goiUh  employment  adivities 

^  4  '  with  other  employment  and  manpower  programs; 

5  (2)  develop  a  sjnoother  transition  fwm  school  to 

5  work  by  fostering  a  more  effective  paiinership' beiwe^n 

7  educational  and  employment  institiUionSj  such  as  busi- 

g  nSsses;  employer  associatio)is.  and  labor  unions; 

9  •        (3)  prepare  disadvantaged  and  other  youths  uniK 

IQ  employability  handicaps  for  regular  self -sustodning  em- 

*  if  ployment  thwugh  education"  training,  medical  services, 

12  counseling y  and  other  support  activities; 

13  *    ^  (4)  develof)  realistic  methods  for  combining  /mm- 

14  i"<7  work,  \jicluding  apprenticeship  and  on-the-job 

15  training  in  the  private  sector;  and 

16  ,  (5)  provide  job  opportunities  for  youths  in  a  variety 

17  of  tasks,  including  conservation,  public  service  activities, 
18'  inner  dtp  cleanup  and  rehabilitation,  and  other  jobs  of 
19  value  to  States,  locgl  communities,  and  the  Nation, 

2p  FULli  EMPLOYMENT  OFFICE  AND  RESERVOIRS  OF 

21  EMPLOYMENT  PROJECTS 

22  Sec,  206.  ( a)  In  or^der  to  insure  that  full  employment  is 

23  achieved  under  this  Act,  the  President,  through  the  Secre- 

24  tary  of  Labor,  shall  develop  policies,  procedures,  and  pro- 


4  to  flq  So  in  'the  genet^al  economic  envir^j^ent,  or  through 

5  any  of  the  other  provisions  of  this  Act/ 

^  6  •    i^)  Thej^  ifi  estabUshed  within  the  Depa^^ent  of  Labor 

7  a  Full  Empl(^eni  Office  to^ assist  the^Secretdry-of  Labor 

8  in  providing  th^,  employrhent  opportunities  required,  under 
.  9  subsection  (a).  Under Uhe  supervision  of  the  Secretary  of 

10  Labor,  the  Office  shall  be  phased  in  consistent  with  subsec- 

11  tion  (d)  of  this  section.  .  .       •  ' 

12  ( cl  In  meeting  the  responsibilities  to  provide  job  oppor- 

13  tunities  under  subsection  ( a)  and  after  full  utilization  of  the 

14  Compreh^sive  Employment  find  Training  Act  of  1973, 

15  the  Secretary  of  L abor  shall,  as  appropriate —  * 

'    ' ..  ■     ''  »  '  <        -1  ^ 

16  .f  (1)  assure  that  ^cOimseling,  training,  and  other 

17  .       support  activities  necessary  to  prepare  I  persons  willing 

18  '  and  seekinfxvork  for  emphyment  is  provided  under  the 
'  19  Comprehensive  Employment  and  Training  Act  of  1973\ 

20  including  the  use  of  section  110  of  such  Act  when  nee- 

21  essdr^;  and  ' 

22  V  ^      (2)  refer 'persons  able,  tcilling,^and  seeking  to  work 

23  ^0  job  opportunities  in  the  private  and  public  sebtors. 

24  ^  thiQugh  the  existing  pMic  employments  placement  facil- 
'25^i    .  ities-  and  through  the  United  Stat^  Employment  Serv- 


'   ice,  including  job  opportunities  in  positions  drawn  from 
•  2        sei(^ons  202,         and  205  of  this  'Act.  \ 
8         (d)  Insofar  ras  adult  Americans  able,  willing,  and  seek- 

4  irig  work  are  not  provided  with  job  opportunities  under  se^ 

5  Hon  206(c)  or  otherwise  under  this  Act,  such  opportunities 

6  shall  be  provided  by  the  President  through  reservoirs  of  fed^ 
eraUy  operated  public  employment  projects  arid^  private 

"  8   nonprofit  employment  projects  approved  by  the  Secretary 


9  of  l^bor.  The  number  and  nature  of  such  reservoirs  of  em- 
10'  ploynmit  projects  shall  be  determined  in  conjunctly  ivith 

11  the  policies  and  programs  of  the  Full  Employment  Office 

12  established  under  subsection  (b)  and  the  oth^r  job  creation 

13  provisions  of  this  Act,  The  provisions  of  this  subsection  shall 

14  be  phased  in  by  this  President,  in  conjunction  with  the  annual 
15'  employment  recommendations  required^  under  section  3  of 
16  the  Employment  Act  of  1946,  in  order  to  achieve  a  rate  of 
17*  unemployment  not  in  excess  of  3  per  centum  as  established 

18  hy  section  3 A  ( d)  of  !fkcA  Act 

19  (e)  The  Secretary,  in  carrying  out  the  jrrovisions  of 

20  ^his  section^  shall  establish  such  regulations  as  he  or  she 

21  deems  necessary.  Such  regulations  shall  include  provisions 

22  for— 

23  (1)  an  initial  determination ^by  fke  Full  Employ- 
ment Office  of  the  job  seekers'  ability  to  be  employed 
at  certain  types  and  duration  of  work  so  that  he  or  she 


may^be  appropriately  refetredjo  jobs,  training,  counsel- 
'  ing,  and  other  supportive  service; 

(2)  compliance  with  the  nondiscrimination  -  provi- 
sion^ of  thi^"  Act^Mt^ccordance  with  section  AOl; 

( 3)  'such  pr^'ty:)0(^ieria  as  may,  be  appropriate  to 

establish  the  order  in^ikhich  persons  aUe,  vnlling,  and 

seeking  to  work  are^pro'vi'ded  jobs'  under  this  section,  so 

*  •    ■  ■  v     ■  '  • 

that  such  persons  who^mtk  need  erj^ploymeat  are  given 

first  couMi^ation  and,  in  detepmning  fjie  priority  order,' 

the  Secretary:  shall  consider  such  factors  as  duration^  of 

unemployment,  number  of  people  cdmomically  depend- 

ent  upon  aiy/  such  persoii,  expiraiion  of  unemployment, 

insurance,  household  income,  and  any  other  factors 

essential  to  determining  employment  need; 

(4)  appropriate  eligibility  criteiia  to  limit  access 
to  the  program  aiithorxzed^inder  subsection  (d),  includ- 
ing but  not  limited  te  such  criteria  as  household  income, 
duration  of  unemployment,  and  refusal  to  accept  or  hdld^ 
a  job  which  pays,  whichever  i^  the  highest  of  (A) 
the  prevailing  wage,  as  determined  by  the  Secretary  of 
Labor,  for  that  type  of  work  in  the  labor  market  in 

io6  occurs,  or  (B)  fair  rates  of  compensa- 
tion as  determined  uifidj^rc section  402  of  (Ms  Act;  and 

(5)  such  a^ntij^trative  appeal  procedures  as  may 
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1'        be  appropriate  to  review  the  initial  determination  of  the 
2         abilities  of  persons  willing y  abhy  and  seeking  to  work 
Z       1  under  clause '(1)  of  this  subsection  and  the  employment 
-  '4     .    need  and  eligibility  under  clauses  (3)  arid  (4)  of  this 

5  ' \  subsection,         '       ^  ^ 

6  Compliance^ with  the  requirements  of  clause  (4)  of  this 

7  subsection  relating  to  a  per$on*s  eligibility  for  assistance 
S,r:  map^e.  S/c^tisfied  by  ari  affidavit  submitted  by  persons  seeking^ 
9    assistance^  If  such  person  knowingty  provides  falseinforma- 

10  J  /ion  in  any  such  affidavit,  he  or  "she  shall  be  ineligible  for 

11  any  assistance  under  this  section,  and  shally  in  addition^  be 

12  subject  to  prosecution  under  section  1001  of  title  18 y  United 

13  ^StatesCode,      ;>  *    '  • 

14  INCOME  MAINTENANCE  AND  FULL  EMPLOYMENT  POLICIES 

15'  ^     Sec,  207.  (a)  Congress  finds  and  declares  that  to 

16  achieve  the  goals  of  full  employment- and  balanced  growth 

17  it  is  essential  that  the  employment  pplides  prescribed  by  this  ^ 
,.^18  Act  and  the  Employment  Act  of  1946  give  adequate  at- 

l^.tmtion  to  jlj  providing  quality  jobs  that  improve  (Ae 
20  work' environment,.  *  strengthen  income  and  eliminate  mib- 
21,  standard  earnings;  (2)  improving  and  integrating  existing 

22  public  and  private  income  ^maintenance  pvograrns  with  the 

23  full  employment  policies  of  this  Act  and  the  Employment  Act 

24  oj  1946;  and  (3)  substituting  work  for  income  maintenance 


'      U>  the.  maximum  extent  feasihte,  taking  account  of  the  need 
.  '  2  J^T  adequate  income  mainlenj^^^mong  those  who  cannot 
.  3?5  6e  brought  within  the  full  em'gloyment  policy,  ^  ' 

4  '     .  Cb)  To  meepthe  Requirements  of^  this  section,  the  Presi- 

5  dent  shall  within  ninety  days  after  the  date  of  the  enactment 
,  /6   of  this^Act  transmit  to  Congr^  a  proposal,  together  with 

•  7  su6h  legislation  as  is  necessart/,  analyzing  the^elationship 
B^  of  income  maintenance  needs,  existing  income  ^intenance 
9/  programs,  and  tht  f^dU' employment  policies  required  hy  Jhv^ 

^  10   Act  and  the  Employment  Ad  of  1946,  qnd  make  recom- 

11  mendations  on  how  Ihe  ind3^e  maintenance  and^  employ- 

12  ment  policies,  can  he  mteg rated  to  insure  that  employment 

13  ?5  substituted  for  ij^cpme  maintenance  to  the  rnaximum 
14-  extent  feasible.         *  >  .       .  ^  •  * 

15  TITLE  lU-^POLTClES  AND  fPBOCED  VRES^FOB 

16  .        -  "/     CONGRESSIONAL  REVIEW 

1'^  "    ^  STAf^MENT  OF  PURPOSE  ^  ' 

Sec,  301,  The  purposes  of  this  title  are^    -  ^ 


18 


19  Jl)  to  establish  procedure^  for 'congressional  action 


20 


arid^riview  with  respect  to  the  Economic  Report,  the 

21  F^^U  EmploynTeitt  and  Balan^^^  Plan,  the  r^ 

22  poH  of  the  Board^of.  Governors  of  the  Federal  Reserve  ^ 
;25-  f       System,  nnd  iTxe  otlwr  policy  and  proviso ns  of  this  Act 

.  24'  c:      and  the  Emyploifmeni  Act  of  ll)46 ;  atid     *  ■  ^. 
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1  (2)  to  e'slablish  a  Divmon  of  Full  Employment  and 

2  Balanced  Gwwth  within  the  Congressional  Budget  Office,- 

3  GENERAL  CONGRESSIONAL  REVIEW 

4  Sec.  302,  (a)  To  prmnde  for  comprehensive  economic 

5  and  einploi/nient  policies  to  meet  the  objectives  of  this  Act  and 

6  I  he  Emploijinent  Act  of  1946,  and  io  provide  Congress  with 

7  gnidance  on  these  matters,  the  appi^priatc  committees  of  the 

8  Congress  shall  revien^  and  revise,  to  the  e,vtent  deemed  desir- 

9  able,  'the  economu-  goals,  priorities,  policies,  and  progirtms 
Id  proposed  under  sttrh  Acts  by  the  President  and  the  Board  of 

11  G  o  V  er  nors  of  th  e  Fede  ral  R  eservc  Systrn  \ ,  The  Con  gress  s'fi  a  1 1 

12  initiate  or  develop  such  legislation  as  if  deems  necessary  to 

13  implement  these  projxysals  and  objectives,  after  such  modifica- 

14  tion  in  such  proposals  as  it  deems  desirable.  Nothing  in  this 

15  Act  ihall  be  construed  to  prevent  the  (Congress  or  any  of  its 

16  committees  from  conmderiny  or  initiating  at  any  time  action 

17  to  implemenl  this  Act, 

18  (b)  In  additi>on  to  its  responsibilities  under  the  Employ- 

19  ment  Act  of  1946  with  resped  to  the  Economic  Report, 

20  the  Joint  Economic  Committee  shall  carry  out  overall  review 

21  of  executive  branch  policies  under  this  Act,  with  special 

22  attention  to.  general  economic  condiiims,   the  setting  of 

23  national  economic  gocds  in  tlic  Economic  Report,  the  Full 
24t  Employment  and  Balanced  Growth  Plan,  and  the  relation- 
25  ship  of  economic  policy  measures  to  the  ful/iiinient  of  the 
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1  goa^qud  priorities  established  it v'dcr  thi4  Act  and  under 

2  the  Employment  Act  of  1946.  *  ■                          *  • 

3  (c)  In  addition  to  their  rCs^ponsihilities  viider  the  Con- 

4  gressional  Budget  Act  of  1974,  the  Cmnmittee  on  the  Budget 

5  of  the  Senate  and  the  Committee  on  the  Budget  of  the  House 

6  of  Fepresentatives  shall  review,  in  conjuncticm  with  report- 

7  ing  concurrent  resolutions  on  the  budget  under  the  Congres- 

8  sional  Budget  Act  of  1974,  the  fmxd^policiji,  -  economy  in 

9  governrnent  policies,  and  Federal  budget  priopties  recom- 
10  mended  by  the  President, 

U  fd)  The  other  appropriate  committees  of  Congress  shall 

12  review  and  Vffiort  <m  those  policies  or  jrrograins  implemented 

'J 

13  or  submitted  which  relate  to  matters  mthxn  the  jurisdiction  of 

14  each  such  co^m  mi t tee, 

15  *         CONGRESSIOSAL  REVIFAV  OF  ECONOMIC  GOALS  I\ 

16  ECO^'OMW  UEVOIiT 

17'  Sec,  303,  {a)  In  conjunction  trith  its  rrcirir  of  the  Eco- 

18  nomic  Report,  and  the  holding  hf  hearings  on  the  report,  ^/.s 

19  refpiired  nnd^r  the  Emplogmeni  Art  of  1946,  the  Joint  Eco- 

20  nomic  Committee  shall  review  and  annlgze  the  annuaLmi^ 

21  merienf  ipals  for  cmplogmmt,  produrfion,  uvd  purchasing 

22  power  recommen((fd  by  the  President  in  fulfillment  of  section 

23  3  of  the  Employment  Act  of  1946\  Subsefpient  to  such  a 
2^  review,  the  Joint  Economic  Committee  shall  make  reeoiii- 
25  mendations  to  the  Congress  on  the  appropriate  annual  nu- 

<-  ■ 

70, 
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1  mcrical  goals  for  employment  production,  and  purchasing 
2^  power,  subjeci  to  the  requirements  of ''section  3A(d)  of  the 

3  Emploijmenl  Act  of  1946  relating  to  those  peno(h  when 

"4  unemployment  is  to  be  reduced  to  given  levels, 

5  .      (b)  Section f'301(a^  of  the  Congressional  Budget  Act 

6  of  1974  is  amended^  •  .           ■  '» 

7  I     ii)  by  striking  out  ''and"  at  the  end  of  clause 

8  (5); 

9  (2)  by  redesignating  clause  (6),  as  elan se  (7); 

10  and 

11  (^)  by  inserting  after  clause  (5)  the  following 

12  new  clause: 

13  ''(6)  numerical  goals  for  employment,  prodi^fionj 

14  and  purchasing  power;  and!\ 

15  ((^)  The  second  sentence  of  seci'um  of  the 
lis  Congressional  Budget  Act  of  1974  is  amended  to  read  as 

17  follows:  ''The  Joint  Economic  Committee  shall  also  svfmit 

18  to  the  Committees  on  the  Budget  of  both  Ilovses  its  recom- 

19  rnc{L^laiionH  as  to  the  fiscal  and  monetary  policies  appropriate 

20  fo  thr  goals  of  the  Employment  Act  of  i94f{.  The  Joint 

ononnc   ( ^(fnitniffec   sholl  further  stihuut  to   the  Com- 

22  mitfevH  on  the  lUtdijH  of  lx>th  Houses,  in  arcordance  with 

23  Mcrfion  :i  of  thr  Employmmt  Act  of  194/j\  recommendations 

24  on  annual  numrriealj/odts  for  nnployment,  produrJion,  and 

25  purrhnsing  power  designed  to  aehlevr  full  employment  of 
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1  the  NaiioiCs  human  and  capital  resources  as  promptly  as 

2  possible^  These  rrcommendations  shall  be  incorporated  by 

3  the  Committee  on  the  Bvdget  of  each  House  in  the  first 

4  concurrent  resolution  on  the  budget  referred  to  in  subsec- 

5  tion  (a)  reported  by  that  committee,  witfi  modifications  if 

6  necessary  to  fulfill  the  objectives  of  the  Full  Emploi/ment 

7  and  Balanced  Growth  Act  of  1976,  and  to  meet  the  require- 

8  mmt  of  section  3A  of  the  Emplojpncni  Ac4  to  achieve 

9  full  employment  wiijiin  not  more  than  four  years  after  the 

10  enactment  of  the  Full  Employment  and  Balanced  Growth 

11  Act  of  1976,  In  the  event  that  the  Committee  an  the  Budget 

12  of  either  House  modifies  the  annual  numerical  goals  for 

13  employment,   production,   and  purchasing   power  recom- 

14  mended  by  the  Joint  Economic  Committee,  that  Budget 

15  Committee  shall  provide  its  reasons  for  such  modification  in 

16  the  report  accompanying  the  first  concurrent  resolution, 

.17  CONGRESSIONAL  REVIEW  OF  FULL  E}fPMYMENT  AND 

1^  BALANCED  GHOWTII  PLAN 

19  .  Hec,  304,  (a)  Each  proposed  Full  Employment  and 

20  Balanced  Growth  Plan  t^n.wiit ted  to  the  Congress  hj  the 

21  Prr.Hidmt  under  section  3 A  of  the  Employment  Act  of  1946 

22  (hfreafter  in  thi,s  section  referred  to  as  a    Proposed  Plan'*) 

23  shall  he  referred  to  the  Joint  Economic  Committee,  Within 

24  sixty  ddys^ after  receipt  hy  the  Congress  of  a  Proposed  Plan, 

25  each  standing  committee,  of  the  Senate  and  the  House  of 
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1  Representatives  and  each  joint  committee  of  the  Congress 

2  shall. submit  to  the  Joint  Economic  Committee  a  report  con- 

3  taining  its  views j^^^^^mcndations  with  respect  to  as- 

4  pects  ol  the  PrQjk^^^j^  whieh  relate  to  matters  within 

5  the  jurisdiction  of  st^^t^^imnittee  or  joint  committee. 

6  (b)  The  Joint  Economic  Committee,  shall  hold  hear-, 

7  ings  for  the  purpose  of  receiving  tnstimonij  from  the  Mem- 

8  bers  of  Congress,  appropriate  representatives  of  Federal 

9  departments  and  agencies  and  such  representative's  of  the 

0 

10  general  public  and  interested  groups  as  the  joint  committee 

11  deenu^  advisable.  The  joint  committee  shall  also  consider 

12  the  comments  a^d  views  on  the  Proposed  Plan  which  are 

13  received  from  State  find  local  officials. 

14:  '     (c)  Not  later  than  one  hui^lred  and  five  days  after  the 

15  submission  of  a  Proposed  Plan\to  the  Congress,  the  mem- 

16  bers  of  the  Joint  Economic  Committee  who  are  Members' of 

17  the  flouae  of  Representatives  shall  report  to  the  House, 

18  and  the  members  of  the  joint  (jommitt^^who  are  Members 

19  of  the  Senate  shall  report  to  the  Senate,  a  concurrent  resolu- 

20  tion  which  .nhall  state  in  substance  that  the  Congress  ap- 

4 

21  proves  or  disapproves  the  Proposed  Plan,  in  whole  or  in 

22  part,  and  whirfi  may  contain  snch  aJternatires  to,  modifl- 

23  ((ttion.s  of,  or  .addition.^  to  tint  Proposed  Plan  /is  the  joini 

24  romnilttre  deems  appropriatv  am!  in  aeroinl irith  the  pnrjHyseH 

25  '  fif  this  Act  and  the  Emplogment  Art  of  VJ46.  The  report 

■  73                  .  ^ 
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1  accompamjing  such  concurrent  resoluiion  shall  include  find- 

2  ings  and  recomviendalions  of  the  pint  committee  irifh  respect 

3  to  each  of  the  main  recommendntiotts  corttained  in  the  Pro- 

4  posed  Itlan. 

5  (d)(1)  When  a  concutreni  resolution  referred  to  in  sui-  .  ^ 
^    6  sectian  ( c)  has  been  reported  to  the  House  of  Representatives 

7  it  shall  at  any  time  thereafter  be  in  order  (even,  tlibugh  a 

8  previous  motion  to  the  same  effect  has  been  disagreed  to)  to 

9  move  to  proceed  to  the  consideration  of  the  concurrent  resolu- 
.  10  tion.  The  motion  shall  be  highly  privileged  and  not  debatable. 

11  amendment  to  the  vwtioifshall  not  be  in  order,  nor  shall 

12  it  be  in  order  to  move  to  reconsider  tfw.:vote  by  which  the 

13  motion  is  agreed  to  or  disagreed  to.       '  '  * 

14  ■  (2)  General  debate  on  any  such  concurrent  resolution  in 

15  the  House  of  liepresentatives  shall  be  in  ihc  Committee  of  the 

16  Whole  Hou.se  on  the  Htute  of  the  Union,  and  shall  f)e  limited  ^ 

17  to  not  more  than  ten  hours,  which  shall  bejiivided  elfjually 

18  between  thone  fauoring  and  those  opposiny  the  concurrent  " 

19  nisolution.  A  motion  further  to  limit  debate  shall  not  be 

20  debatable. 

21  (J^)  Except  to  the  extent  specifically  provided  in'  the 

22  preceding  provisions  of  this  subsection,  'consideration  in  the  * 

23  House  of  Representatives  of  any  such  concurrent  resolution 

24  and  amendments  thereto  (or  any  conference  report  thereon) 

* 

25  ^"ihall  be  governed  by  the  Rules  of  the  House  of  Representa- 

■ ...        ■      n  f 
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1  tives  applicable  to  other  bills  and  resolutions,  amendments, 

2  and.  conference  reports  in  similar  circumstance, 

3  .        (c)(1)  Debate  in  the  Senate  on  a  concurrent  resolution 

4  referred  to  in  subsection  (c),  and  all  amendments  ihereto 

5  and  debatable  motions  and  Uppeals  in  connection  therewith, 
Q   shall- be  limited  to  not' more  than  ten  hours]  The  time  shall, 

7  he  equally  divided  between,  a^d  controlled  b}f,.  the  majority 

8  leader  and  the  minority  leader  pr  theirM^^es, 

9  .      (2)  Debate  in  the  Senate 'O^  d^^i^.^^  any 

10  such  concurrent  resolution  shall  teftimited 'to  two  hours  to 

11  cijually  dividi'd  betweeti,  and  condvif^d  by,  the  mover 

12  aud  the  manager '  of  tk^  concui'tent  resolution.  Debate  ^dn  ■  ' 

13  (iny  amendment  to  an  amendment,  aAd  debate  on  any  de-  ^ 

14  batable  motion  or  appeal  shdU  b\  limited  to^  one  hour,  to  be 

15  equalhi  divided  bxt'tween,  'and  cpntrokled  3j  the  mover  and 
li]  the  manager  of  the  conmmxnt  ' resolution,  except  that  in  the 
17  event  the  manager  .of  the  concurrent  'rLolution  is  in  favor 
38..  of  any  such  amendment,  mtHm,  or  appek,  the  time  in  oppo- 


19  sition  thereto^  shall  be  cd 

■     ■    '  <'i 

20  /<w  designee.  No  amendn^ 
'^l    visions  of  jhe' conem^^ 

22  '  leaders,  or  either  of  Wm^J^^ 

23  tcotitrol  on  the.  V^^^^^^^^^j^ 

24  additional  time  to  i 
2h'  'any  ameidment,  dehat(A 


^  ^li^H^ity  leader  or  , 
ot  germane  to  the  pro- 
'  shall  be  received  Such' 

the  time  ^nder  their 

■  .  ...  ^ 
Wirrent  resolutidn,  aUof^ 


Wuring  the  consideration^ 


\ 


miylion,  or  appeal. 
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jfi^ub    anther  Imit  debate  is 


(Sji^A  motion  in  the 
not  debatable,  A  motion  t(^^^^iit  ;( except  a  motion  to 
recommit  with  insiruciion^dfS^ort  hrn^k  within  a  mxiiied 
number  of  days,  not  C^l  c^pcfd  ii\rce,  not  countimi  any  day 
on  which  the  Senate  i^. 


session)  is  not  in'  order,  De- 
bate  on  any  such  n^^^^ to' recommit  shall  be  limited  to 
one  hour,  to  be  equ(^^mtide<^'between,  and  eputroUcd  by, 
the  mover  and  tie  man^^  of  the  concurrent  resolution. 

(4)  The,  ^^^^^^  '-report  '  oyi  any  suph  concurrent 
resolution  shall  te^^^^r  m  the  Senate  at  any  time  after 
the  third  day  ( exclk^n^  .  Siimdays,  and  legal 


25 


1 

2 

^' 
4 

.  5 
6 
7 
8 
9 

10 

11 

12 

13 


holidays)  folh\m(J^^day%n' w        such  a  conference 
report  is  repor^^l  ^nvaitahle^  ^^0'rmbel^^^  of  the  Senate. 
A  motion  to  proofed  tojm  cr^i^m^tion  of  (h'e  conference 
y-eport  ^nay  be  njt^^^^^^^  fg  //^^ 

same  effect  has  been  disdyrei^^M 

(5):  Dunny  tht  cMi0^0ion  'in  the  Stnqte  of  the  con- 
ference report  on^^^g^k  concurrent  rei\ohdion,  debate  shall 
be  limited  io^^^^%f^^^^  divided  between,  and 

controUefl^^m^ajority  leader  and  minority  leader  or 
their  dmyii^^^  any  debatable^  nuition  or  appeal 

related  to  'ftifi^rMnferefwv  report  shalljk'  limited  to  thirty 
23.    minutes,  - to  h>  cquuVy  dimded  between,  and  controlled  by, 
4he  njf^^^and  the-mnnayrr  of  the  conference  report, 

tould  the  conference  report  ^  be  defeated  in  the 
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1  -  Senate^  debate  on  atit/  feque^i  for  a  netv  conference  and  the 

2  appointment  of  conferees  shall  hv.  limited  to  one  hour  to  be 

3  equally  divided  between,  and  controlled  by y  the  manayer  of 

'^\fhe  conference  report  and  the  minority  leader  or  his  designee, 

should  an  I }  motion  he  made  ft)  instruct  the  conferees  be- 
^^^^^  .  .  ; 

^^sZT^TT  the  conferees  are  named,  debate  on  such  motion  shall  be 

thirty  viinute.%  to  be  equally  divided  betweeUj  and 

8  controlled  by,  the  mover,  and  the  manayer  of  the  conference 

9  report.  Debate  on  any  amendment  to  any  stich  instructions 

10  shall  be  limited  to  twenty  minutes,  to  be  equally  divided 

11  between,  and  controlled  by,  the  mover  and  the  manager  of 

12  the  conference  report.  In,-  aUrvases  when  the  manager  of  the 

13  conference  report  in  in  favor  of  any  motion,  appeal,  or  amend- 

14  ment,'  the  'time  in  opposition  shall  be  under  the  control  of  the 
;I5  minority  leader  or  his  designee, 

16  (7)  In  any  case  in  which  there  are  amendments  in  dis^' 

17  agreement,  time  on  each  amendment  in  the  Senate  shall  be 

18  limited,  to  thirty  minutes,  to  be  equrdly  divided  lyetween,  and 
controlled  by,,  the  manaqer  of  the  conference  report  and  the 

*  20  minority  leader  or  his  designee.  No  amendment ' that  is  not 

21  germane  to  the  provisbns  of  such  amendments  shall  be 

22  received,  - 

23  0)  Upon  adoption  of  a  concurrent  resolution  under 

24  this^Hcction  with  respect  to  any  Proposed  Plan,  the  concur- 

25  ^^^^  resolution  shall  serve  as  a  long-term  guide  to  the  CoU" 
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-j^  ffress  with  respect,  to  Ugislaiion  relevant  to.  the  goals,  priori- 

2  ties,  policies,  and  prograw  recommended  in  thclfProposed 

3  Plan,  as  modified  by  the  .concxir rent  resolution,  A  copy  of 

4  (he  concurrent  resolution  shall  be  transmitted  to  the  Presi- 

5  dent  by  tiC  Clerk  of  the  House  of  Representatives  or  .  the 
Q  Secretary  of  th^e  Senate,  as  appropriate,  for.  such  actions  as 

7  the  President  deems  appropriate. 

8  DIVJ310N  OF  FULL  EMPLOYMENT  AND  BALANCED  GROWTH 

9  Sec.  S05.  (a)  There  is  established  within  the  Con- 
IQ  gressiorijil  Bddget  O'ffice  a  Division  of  Full  Employment  and 

14  Balance^  Growth  "(hereafter  in  this  section  'referred  to 
\2  as^  the --'Division**)  to^^perform  long-term  economic  analysis, 
13  The  Division  shall  he  WafJtd  hi/,  a  Deputy  ,Director  who 
14.  '  shall  per fprm  his  or  her  duties  under  the  supervision  of  the 

15  Director  of  the  Congressional  Budget  Office  and  shall  per- 

16  form  such  other  duties  as  may  be^assigned  to^him  or  her  by 

17  the  Director.  Such  Deputy  Director  ^hall  be  appointed  in  the 

18  same  manner,  serve  for  the  same  period,  and  receive  the 

19  some  compensation  as  the  Deputy  Dii^^c^.  provided  for  in 

20  section  201  of  the  Confp'essionaJ  Budget  Act  of  1974. 

21  (b)      ''^'^^'^  A''*^^  responsibility  of  the  Division  |o 

22  &ssist  the  Joint  Economic  Committee  in  the  discharge  of  its 

23  dutia  under  this  Act  by  providing,  ak  the  Joint  Economic 
^  Committee  may  request — 

25  (1)  information  with  resppct  to  long-term  economic 


^         trmdSf  national  goals/  resource  availability, 
2       "  methods  available  to  achieve  fvll  employment  an 

meed,  economic  growth;  ' 

4  (2)  information^  necessary  for  the  preparation  of 

5  the  report  and  concurrent  resolution  referred  to  in  section 
g        304(c);  and  .  _ 

7  '    (3)  such  related  information  as  the  committee  may 

g         request.  .  V  ^ 

9  ^    (c)  At  the  request  of. any  committer  of^'^fk^^ouse  of 

10  licprcsnitativvs  or  the  Senate,  or  any  other  joint  (committee' 

21  of  the  Conyress,  the  Division  shall  provide  Jo  such  com- 
22^  7/n//rt^  r>r  plM  committee  the  information  necessary^  to  fulfill 
l^";  its  responsibilities  under  this  Act.  ^ 

14  ^ d)  At  the  request  ^f  any  Member  of  the  House  or  Si^ir, 

15  atf,  the  Division  shall  provide  to  i^aeh  Member  any  informa- 

16  lion  necessary  to  fulfill  his  or  her  responsibilifieii  under  this 

17  AcL 

18  EXERCISE  Op  RULEMAKING  POWERS  - 

19  ^    .Sec^.  306,  (a)  The  provisions  of  this  title  (other  than 

20  section  SOo)  are  enacted  ^y^he  Congress — 

.  21  (^)  ns  an  e.rercise  of  the  ml eina king  power  of  the 

22  House  of  Ilepresenfatiin\s  and  the  Senate,  respectively, 

23  and  as  such  they  shall  be  considered  as  part  of  th^ 
*24  '       rules* of  each  //o?(se,  respectively,  or  of  that  House  to 

'  25         which  they  specifically  '  apply,  and  such  rules  shall 


2  .  supersede  other  rules  only  to  the  extent  that  they  are 
9         inconsistent  Sierewth:  and 

3  (2)  wik  full  recognition  of  the  constitutional  right  " 

4  of  either  House  to  change  such  rules  (so  far  as  relatint; 

5  to  such  House)  J  at  any  time,  in  the  same  manner  and  to 
5         the  same  extent  as  in.  the  case  of  any  other  rule  of  such  ' 

7  House:        .  •  , 

8  -    .       TITLE  IV— GENERAL  PRO  VISIONS 

Q  '  NONDISCfilMINATION 

10'       Sec.  401,  (a)  No  person  in  the'' United  States  shall 

11  on  the  ground  of  sex ^  age)  race,  color,  religion,  or  national 

12  origin  be  excluded  from  participation  in,  be  denied  the  bene- 

13  /i^  of,  or  be  subjected  to  discrimination  under  any  program 

14  or  activity  funded  in  whole  or  in  part  with  funds  made  avail- 

■  ■■ 

j5  able  under  this  Act,  including  membership  in  any  structure 

16  created  by  this  Act, 

17  (b)  Whenever  the  Secretary  of  Labor  determines  that 

18  a  recipient  of  funds  under  this  Act 'has  failed  to  comply 
19.  with  subsection  (a),  or  an  applicable  regulat^)!,  he  or  she^ 

20  shall  notify  the  recipient 'ofy the  noncompliance^ and  shall 

21  request  such  recipient  to'  secure  compliance.  If  within  a 

22  reasonable,  period  of  tijme,  not  to  exceed .  sixty:  days,,  the 

23  recipient  fails  or  re  fuses  to  sejjure  compliahcl';'  the  Secre." 
24.  ^^^.V  0/  Lalnrr  is  authorized  (x)  to  refer  the  matta*  to  the 
25  Aiujrntry  General  tvith  a  recommendation  that  an  appropri- 
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I  ate  civil  action  be  instituted,   (.2)  to  exercise  the  powers 

2^  and  functions  provided  by  title  VI  of  the  Civil  Rights  Act 

3  of  19,64  (42  Vkc  2Q00d),  or  (3)  to  take  such  other 

4  action  as  vmyhe  irrovidedby  law:  !  • 

5  ^     (c)  When  a  matter  is  referred  to  the  Attorney  Genenal 

6  pursuant  to  subsection  (h),  oi'  whenever  he  or  she  has  reason 

7  to  believe  that  'a  recipi&nt  is  engaged  in'  a  pattern  or  ^oct 

8  tice  In  violation  of  \  the  pvamsions  of  this  section,  tfie  Attor-' 
p  fi^y  General  may  bring  a  cir  "  action  in  the  appropriate 

10  United  States  district  couYt  fo^-  ihuj  and  all.  appropriate 

11  relief.  •  " 

-  12  (d)  To  assist  and^aluatv  the  enforcement  of  this  sec-, 

13  fion,  and  the  Irroader  equal  eniploymeiH  opportunity  .policies 

14  of  this  Act,  the  Seervtuiy  of  Labor  sliall  include,  in  the  annual 

15  Manpower  Iteport  of  the  President,  a  ddaikd  anahjsisT  of 
,16  -  fltc  extent  to  which  the  enforcement  of  this  section  achieves 
'  17  affirmative  action  in  both  the  quantity  and  quality  of  jobs;. 

18  ^^iff  for  employment  opportunities  generally. 

19  ^  LABOR  STANDARDS  '  .  ^ 

20  402.  The  policies  and  programs  impUmented  and^ 

21  provided  for  by  this  Act,  and'fund^  in  Mole  or 'in  part 

22  throuffli  this  Act,  shall  provide  that  persons  employed  pursu-r^^ 
.23  to  such  jxjlicies  and  programs  are  paid  eqiud  ivages  for 
24  ^'(pfal  work,  and  that  suck  policies  and  programs  create  a  net 
25'  increase  in :  employ menl  through  laork  that  would  ,jwt  other- 
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1  Wise  b^  done.  hijyrouiding  emj^^         nri(ler  thk^^  Act,  or  in 

■  ■  ■ '  .B,  .T"-   * ,  ■  \ 

2  submiUihg  le(/islation'"undcr  this  Act;  ihe  PncAulent  shnll  in- 
/  •  '  ^.    '  ^;/'      -U  • 

3  sure  tl^i  pci'san^'  cmpioyal  iu;.:^^^    uiiUzing  f\in(l%  pnmiled 

iu'^irhole  or  in  part  ilii^)ugh*'jlhis  Act,  be  paid  uxtgcs  iiot'lower 

/  5    thdn  whichever  is  the  hxghbsi  6f^  .  '  . 

*  .  »      .  .■     ■  '■. 

'  6  (A), the  minimum  wage -ii)hich  xphuldr  be  applicable. 

7  to  the  employee  under  ihe  Fair  Lalw'^Standards  Ac( 

8  1988,  if  section  6(a)  (1)  of  such  Avt  applied  (o  such 
:  "  * ,    9  employe^'  and  if  he  or  she  were  not ^i'xmpt  under  section 

•     10  '  13  thereof;:  T  ■  :  .  "  / 

.  .     ..  11    •  (B)  the  State  or  local  hiimuium  vyage  for  the  most 

12  neaj'ly  compawb^rovered  employmeiit;     '       '  . 

.  p      rC^/'  r ?V  in  the  case  of  employers  u^kich  are  States, 

^14^  political  svbiiivisums,  local  educational  agencih,  public 
IS       -  institutions  of  higher  e4ncation,  py  other  public,  agencies 

.16  or  institutions,  the  prevailing  lYifes  of  pay. for  povsons 

.17  employed  in  similar  public  occupations  by  the  same 

18  employer,  or ,         '  t 
.19  r^^y'  in  .  the  case  of  employers  which  are  mmprqfU 

■•   ,     20  private  organizations' or  instituiwhs,  the  approprMe  pre- 

'  viVi:  -^^V^  vailing  -icage  determined  An  accordance  unth  i^ie  Sennce 

4-^^^^*^^  Cow/rcrcf/' Jc/  o/  or  /^e  premiling  rates  of  pay 

^  /or  persons  employed  in  simildr.  oficupaiions  by  ihemme 

■      •       .  ■  ^;  ^  ; 

24.        erjiployer,whiohever'is  the  higher,  or  .     '  ? 

■    .  '.n^"  '     ■•  ■  '  •        '   , ' '  "  ■. 

,  'v    '^^  in  Ahc^case 'of  persons  performing  work  of  the 


1  type^to  vfhtch  the  Davis-Bacon  AcU  (is  amended  (40 

2  UM.C.  276a-27(>a-5),  applm;  the  prevailing  wage 

3  .    determined  in  accordance  yoith  that  Act. 

4  ,  AUTHOniZATlONS 

5  ;V    Sbc,  403.  There.  19  autherized  to  be  aj)propriated  such 

6  sums  as  may  bj^  needed  to  carry  out  the  provimns  of  this 

7  Act.  Nfitunthstandifig  anij  .oker  provision.yyf  this  Act,  no 

8  protnsion  shall  he  wn^truedio  rtquvre  expenditures  in  ewcess 

9  of-amounts  appropriated  ^pursuant  to  this  Act. 

Amend;the  ^titlo  so  as  to  read;  "A  bill  to  establish  and 
translate  into  prac^ioal  r<?aJity;ho  right  of  all  adult  Ameri- 
cans able,  willing,  and  seeking  to  work  to  full  opportunity  for 
useful  paid,  einpjoymenjt  at  fair  rates  of  coin|)ensation;  to 
C9mbine  full  iJ|i5>loyment,  production,  and  purchasing  power 
goals.with  proper  attention  to  balanced  gro%Vth  and  national 
priorities;  to  mamlate- suc|i  national  economic  policies  and 
'  i^rograms  as  are  necessary  to  achieve  full  employment,  pro- 
.  auction,  and  purchasing^  powei:;  to  restrain 'inflation;  and  to 
provide  explicit  machinery  Jor  the  development  and  imple- 
mentation of  such  economiV  policies  and  programs/*. 
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^  ShvD.AMKLs.  Sorvin<i;on  tho.  snhconnnittoc,  and  witli  mo  Miis  inom- 
^'  ; 'ylr^i'^N  to  »iy  loft,  tho  Con^ivssHian  from  the  Stato  of  Connocticnt, 

lf4[\^\  Sura  sin,  \ylu)  desii^s  to  nniko  a  statomont.  .        •  "  *  <> 

CAVJ'  ^  J4r.  SvXUAvSiN.  Th;ink  yon  very  mnch,  Mr.  Chainnaii. 
'4*^  iliiiring  the  noxt*^  few  weeks  this  connnittee  will  be  consideriiifj:  the 
*i*)AV  highly  jjiibliciml  lefjislation  tofiriive  at  n  fnll  employinent  rate 
f\    (V^^S  percent  within  a  period  of  4  yeai-s.  I  do  nf)t  believe  there  is  one 
"V-titnon^  ns  who  4isa<rives  ^vith  the  obvions  merits  of  mh^cin;]^  unem- 
ployment to  snch  a  level  nor  do  any  of  ns  jacl^  compassion  for  those 
who  are  without,  jobs.  y  ^ 

Cerhiinlyy  there  is,^o  opx>ositloii  to  fo(^'nsin;^  our  coonomic  policies 
towar^l  the  goal  of  fnll  employment.  However,  T  sincerely  believe 
th^t  many  of  ns  are  conc<Mnied  with  the  piX)|>osed  n'^ec.hanics  to  ac- 
con\plish  this  fyoal  *as  well  as  wiflrmany  of  the  somewhat  <i;Hb  a.s- 
s\iniptioiis  made  in  this  If^^rislat^pn.  ^ 

On  Thni'Silaf  of  this  week,  the  Washinfrton  Post  coliftained  what  T 
l)elieve  to  be  a  fairly  accnrate  snmmation  of  some  of  these  con(j|«*ns, 
and  T*ask  nnanimons  cf>n.sent  that  this  editorial  be  inclnde<]  in  'its 
entirety  in  the  record  at  the  end  of  my  statement. 

"Mr.  Daxikls.  Ts  there  any  objection  to  tho  niVanimons  conscyjt  re- 
tf"   qnest  ?  Ilearin/i^  none,  s<)  onlered.  ' 

Mr^  Sahasin.  However,  I  would  like  to  extract  the  fii*st  seute^ncx* 
f\X)^n  this  which  I  believe  pi-ecisely  |)osc*s  the  question  tj^s  connnittee 
linist  address  in  the  weeks  ahead.  T  quote:  "The  question  is  wlu^tlier 
the  count Ky  can  establish  full  employment,  permanently  and  with 
stability,  by  enactinf^  a-.law  that  requires  it." 

The  Post  «xoi\s  on  to  answer  its  own  question  witli  the  following: 
"The  answer,  as-yon  pmbably  suspected,  is  that  it  cannot — not  with- 
out either  dangerous  inflation  or  ironclad  wag^*  controls.'' 

Althovigh  some  or  all  of  ns  may  disjigive  witli  the  conclusion  after 
our  hearings  and  changes  in  the  bill,  the  fact  renuiins  that  the  legis- 
lation presently  before  us  nuikes  little  or.  no  effort  to  look  at  its  po- 
*'  tentially  ruinous  eftVct  ^n  inflation  and  the  health  of  the  economy  in 
gejiei^al.  T  (Ipnbt  that  any  of  nsxare  willing  to  risk  adding  10  to  If) 
percent  to  existing  inflation,  pai-ticularly  when  there  are  serious 
doubts  that  the  bilTs  goals  can  l)e  achieved. 

Nor  does  the  n\easuit^  make  any  mention  of  controlling  wages, 
although  sovei'al  restrictions  arc  placed  on  pric-es*and  profits. 
^  T  nnist  n\arvel  at  the^fact  that  tlie  bill's  s[X>nsors  do  not  ivmember 
the  disastrous  effects  of'price  contmls  4  years  ago — pricx*  controls 
that  resulted  in  raw  material  shoHages,  product  shortages,  recession, 
and  astronomical  price  inci*oases  once  the  controls  were  lifted.  T6o, 
we  cannot  forget  the. crucial  impact  of  (?uerg\'  costs  in  107^^,  cost  in- 
creases that  many  companies  canld  not  absorb  even  without  price 
controls. 

Given  the  fact  t'liat  we  are  importing  almost  half  of  the  energy 
^      we  use  and  that  we  a^-e  more  vulnerable  to  energ>'  shortages  or  stop- 

 pages  than  ever  before,  price  co'^itrols  appe^ir  extreniely  shortsighted. 

In  this  regard,  H.R.  50  is  not  far  lenioved  from  deuiagognery — 
andl  election  year  irresponsil;)ility.  AAliile  portending  to  be  a  miracle- 
cnre,  not  unlike  the  $1  a^.bottle'cnre-all  sold  m  the  early  days  of  the 
oWest,  the  bill  actually  guarantees  nothing,  not  from  the  administra- 
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tion  on  whom  major  ivsi)onsil)ility  is  1)1}u*(m1  to  solve  our  nnoinplov- 
ment  problems,  and  most  (Ti'tainly  notafmm  tho.  ('onn:ivss  on  whom 
v(MT  littli\  if  any,  rosi)6<rsil)ility  is  plaaul. 

In  tliis  re*far('K  I  am  oxtromoly  loory  uf  a  bill  that  punH)its  to  pro- 
vide sueh  a  reasomxl  dialo*::  yet  nypiiivs  the  administration  to  pur- 
sue jwlicievS  to  achieve  ;^p(Mrent  unemployment  without  even  con- 
sidering an  acceptable  limit  on  thj.^  ra^te  of  inllatiou. 

I  wondor,  Uhk  at  the  ival  feasibility  of  sueli  a  proposal  if  tlie  Con- 
•ifiiess  is  s<)*Avillin^  to  buck  all  res})onsibility  for  what  could  well  Ih»  a 
failure. 

Above  alK  I  am  hin^hly  suspect  of  a  pmposnl  whciv  its  chief  arclii- 
tcct,  Leon  Ivcyscrlin»^,  argues  that  iKx^ause  we  did  it  in  AVorld  War 
J I — a  wonderful  experience,  in  his  vieV — we  can  do  it  now.  Mr. 
Key.scrliu'i:  even  ^ws  so  far  as  to  imply  that  it  wjus  tlie  n:<'nius  of 
centralized  plannin<r  that  brou<rht  unemploynUMit  down  from  17  per- 
cent to  1  percent  from  VXW)  to  1IM4,  a  time  when  15  million  men 
in  arms  and  moiv  than  half  the  (iXP  was  in  war  pixxhiction. 

If  this  lo<ric  is  to  Ix*  carried  to  its  ultimate  conclusion,  we  must 
eitlier  find  oui*selves  another  major  war  or  we  nmst  nvoncile  our- 
.sojves  to  an  economy  pcnnanently  contmlled  by  the  Govci-m'nent. 
To  do  this  would  TOjuiiv  us  to  unequivo«ablv  denounce  the  fre<*  Enter- 
prise sy.stem  which  has  been  the  In^lrock  of  our  i^rowth  for  the  past 
200  years. 

Finally,  we  must  consider  wliat  this  measure  could  do  to  our  i)eople,  . 
to.  the  })syc.holonrii'al  and  ivonoiuic  welM)oino:  of  the  unemploye<l  and 
the  cmployi^l.  This  measure  provides  us  no  ;n;nidelines,  no  procedures, 
no  me<'-hani.sms  for  succ^^ss.Tt  simply  proviile.s'us  with  a  ^roul  with 
no  thought  to  the  cos-ts  or  the  sleps-' whicli  must  be  taken  by  the 
le<rislative  or  administnitive  branch.  '  '  ' 

Are  we  not  raisin^,^  hopes  on  false  pi*etenci\s  just  as  w^^  did  (hiring 
the  era  of  file  Great  Society  ?  Pio^rams  weiv*  impleTnenteil  tlien,  biit 
the  poor  aiv  siill  as  poor  and  the  hun«i:ry  still  as  hun^n-y  as  tliey  were 
10  years  ago.  Inflation  wrote  the  epituph  to  those  pjxigrams  jus^  as 
it  will  to  this  proiX)sal.       •  ^ 

Thcrmeasnre,  however,  is  not  without  one  redee<iiun<r  value.  It  does 
offer  solid  recommendatious  for  chancres  in  tlie  wiiy  botli  the  Con- 
fjfivss  and  the  adnHi|istration  utilize  curi-ent  fi?9C4il!  monetary.,  and 
other  policies  to  deal  with  economic  problems.  I'CX'onnnendations 
^which  would  no  doubt  lead  to  a  healtliy  dialog  of  both  the  problems 
and  possible  soliitioils. 

However,  if  we  are  truly  intent  n]X)n  i-edncing  unemployment,  this 
conunittoe.  must  look  ati  each  Jtnd  every  one  of  the  many  unanswered 
questions  found  in  tlie  Full  Emp,lo\nnent  ahd  l^alancecl  Gi*owth  Act 
of  107G  if  we  are  to  find  concrete  solutions.  We  cannot  simply  open 
anotlier  Pandora's  box. 

Thank  tou,  Mr.  Chairman.  .       .    ■    ^ , 

[Tlie  eclitorial  referred  to  follows:] 

irn>in  Washington  Post.  Miir.  :iO.  1970] 

Lec.ibi.attng  Jobs 

The  question  is  whether  the  count,ry  can  estabUsh  fuU  employment,  perma- 
nently anch  with  stabiUty.  by  eaaetiapr  a  law  that  requires  it.  The  answer,  as 
you  probably  suspected,  is  that  it  cannot — not  without  either  a  dangerous 
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iiitlatioii  or  iroii-('hi(i  \vn>;e  (Muitrols.  Uiit  that  nnswor  is  mero  oconomlrs,  niul 
tH'onoinirK  is  nii  offensively  nMisoimhlo  tliseipHne  with  which  tho  country  peri- 
ntlicnlly  loss's  patiiMUUv  This  year  is  tho  thirtiotli  anniversary  of  tlie  ^'reut 
Hnipldyinent  Aet,  passtnl  partly  in  fear  th;it  the  rnltod  .^tates  nilRht  slide  Imek 
w  into  the  Depression,  hat  partly  i\\  eontttleniY  that  a  better  life  >yas  ^vnainely 
witliin  reach.  Tlint  Aet  set  a  p)al  and  iK»intt\l  the  i-oipitry  towanl  it.  Hnt  now. 
with  the  uiienij)loynient  rate  at  7.(1  iK»r  rent,  Congress  is  heRinnin^'  to  thii?k 
about  Miore  tlrnstie  le^'i slat  ion.  SupiMirt  is  pitherin^'  for  the  full  employ  niettt  bill 
ilrnfted  by  Sen.  Hubert  II.  Uiiniphroy  (D-Minn.)  and  Rep,  Au^'ustus  K.  Haw- 
kins (D-Calif.)  "        .  . 

'i*he  niniiphre.\*-nawkins  Mil  w<ail<l  rtsinire  the 'administration  to  4;et  the  un- 
employment rate  for  adults  down  to  3  iK>r  eent  w  ithin  four  years.  It  does  not 
detlne  •*adnU."  but  the  antlkors  are  inelined  to  inelude  everyone  over  IS.  Since 
unemployment  is  lieaviest  auion^'  the  yoim^rest  wockers,  that  would  make  the 
tar^'et  niu'eh  more  tlillieult' to  meet.  Kveu  if  tko  ttHMi-agers  are  exehuUMl  from  the 
nite.  the  bill  would  nunulate  inienj|)loynient  at  a  lev^l  that,  in  the  past  30  years, 
it  has  reat'hetl  oiily  during  the  wtlr^^in  Korea  and  VietUam. 

This  bill  would  take  the  extraordinary  ."^tep  of  conferring  on  all  adult  ^\nieri- 
eans  the  ri^Mit  to  ''aisofiil  pai<l  eniph)yment  at  fair  rates  of  comi)ensjition."  It 
wt)nbl  retpiire  the  Tresitlent  to  prepare  fedenil  programs  to  keep  the  rate  down — 
programs  of  public  service  jobs,  public  works  ^rant.s,  state  nntl  lociil  aid, 
nuin|M)wer  trninia^,  youth  employ.ment  and  community  development,  vFe<lcral 
ventures  of  this  sort  have  existed  for  years,  t)f  course,  i>nt  the  hill  envisions  an 
expansion  on  a  scale  that  cannot  be  easily  pretlictiMl.  How  nnieh  would  it  cost? 
Mr.  llunipbrey  hazardetl  a  ^uess  tliat  creating  li  million  jobs  would  re(igire  an 
ou-tlay  of  about  J?2r>  miHion  a  yeiir.  althou^jh  nearly  half  of  It  would  be  offset 
by  higher  taxes  and  lower  unemployment  benefits.  ' 

Uut.  the  inflationary  pressure  tloes  not  come  nniinly  from  the  direct  costs  of 
public  jobs.  It  comes  from  the  effect  of  a  ti^jhtening  labor  market  on  wage  rates. 
,  Lon^*  before  the  atlult  unemployment  rate  fell  as  \m\v  as  3  per  cent,  wages  would 
have  starte<l  to  creep  upwani  at  a  tlisniaying  pace  as  employers  bid  against  each 
othei*  for  manpower.  Even  without  the  liumphrey-IIawkins  bill,  indationary 
wage  settlements  may  well  turn  intt)  the  most  difficult  economic  issue  witii 
which  the  next  Trcsitlent  will  have  to  tleal.  The  moKt  obvious  deftvt  of  the 
bill  is*,that  it  contains  no  re<'()gnitlt>u  that  this  danger  exists,  let  alone  providing 
any  safeguards.  Autl  yet.  as  the  country  has  seen  over  the  past  two  years, , a 
high  inflatitm  rate  itself  contributes  to  imempbjyment. 

The  bill  shows  Sen.  Humphrey  at'his  l>est  and  worst.  Not  many  men  of  hi.^ 
.  warmth  and  generosity  Df  spirit  have  ever  arrivetl  in  the  top  ranks  of  Ameri- 
can politics.  But  part  of  that  generosity  is  \ua  inability  to  siiy  no  to  his  friends, 
ami  some  of  his  l>est  frientls  arc^the  labor  unions.  Their  opposition  to  any  de- 
t>f  wage  control  <ir  even  guidelines  is  atlamant,  and  the  senator  cannot 
^Tring-liimseif  to  disagree  with  them.  T  re  si  dent  Kord  can  be  countetl  upon  to 
make  the  most  of  this  tlefoct.  It  would  be  ludicrous  if  this  Republican  adminis-^ 
tration.  having  letl  tlu'^  country  through  Mie  most,  severe  price  increases  in  its 
modern  history,  should  nou-  nmnage  |^^)- i)ersuade  the  voters  that  the  Democrats 
;\re  the  party  'of  intlation.  lint  it  is  i^.'^sible.  .  '      '     ,  " 

The-'i)oint  needs -to  be  noted,  not  oiily  lKK'au,<e  Mr.  Humphrey  may  be  a  future 
candi(lat^  foB^the  lu-esidency.  but  becanse*jn(3;fc>t  of  the  current  Bejnocratie  candi- 
dates \fttive  Vi>e<'irica2ly  en(lorse<l  the  Hum|>hrey-Hniwkins  bill.  Rep,  Morris 
I'dall  ,^r>-Ari?:, )  ban  citing  It  for  .'^me  time  in  reply  to  economic  question.*?. 
*  Sen.  Henry  JackH(>n.  (D-Wash.)  endorse<l  it  last  week  in  New  York,  Former 
Gov.  Jimmy  Carter  is  studying  it,  his  staff  says,  nnd  he  plajns  to  take  a  stand 
on  it  ^i|hrn  a  few  days.  -  *  ' 

Emph)yment  as  a  guaranteed  and  enforceable  civil  right  i?;  n  noble  concept. 
,  Hut  if  it  iloesn*t  lot>k  as'hiough  it  can  t)e  made  to  work  in  practice,  then  what? 
Bishop  James  S.  Rausch  ftf  the  U.S.  Catholic  Conference  descril)ed  the  responsi- 
bility accurately  the  other  day  l>efore  the  Joint  Economic  Committee.  "Behind 
the  jumble  of  statistics  and. the  ri.se  and  fall  of  eofaiomic  indicators  lie  human 
lives  and  intlividmil  trageilies.V  he  observe<l,  **.  ,  ,  What  happens  to  a  natign 
that  l)pgins  to  accept  the  notion  that  it  cannot  use  the  talents  and  labor  of  .all 
its  people?" 

'  Working  the  imemployment  rate  back  down  to  a  tolerable  figure  will  take 
v'time,  imfortunately.  and  it  may  never  be  possible  to  bold  it  there  as  rigidly  as 
*       the  Humphrey -Hawkins  bill  envisions.  But  there  are  ways  to  speed  up  the  very 
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Vnutious  pro^jri'ss  :thar  IVosidoiU  Ford  offor«.  Tho  C(>ngni;.sional  l,u(U'ot  com- 
mittK's  an.  now  at  work  rovi>in^,'  tlu;f(Mpral  hudRot.  for  oxaaipU.,  toJuoroaso 
^-rmvUi  iUthout  any  siK-nilU-ant  pohaltV  in  iiulation.  Tho  timo  has  also  romo  f<.r 
tho  conntry  to  undoilakr  wider  ox|HM-inioMts  in  piddic  tMnph>vnuMit  and  train- 
inir.  partirnlarly  fH>r  y<nniK  iHN^phv  '  ' 

While  the  rountry  cannot  a(v<.iuplish  eveiythln^r  that  it  wan'ts  iumuMliatelv 
I  has  the  rapaeity  to  do  a  ^;roat  deah  i;<,od. policy  doe>;  not  ^;et  trapiKMl^in  faNe 
cUoU'Os  hetNveen  evor.MhiaK  and  nothing-.  Full  onip1<»ynient  remains  the  j;o:U  If 
'I  Jin"  r  "'''1'^'^?^  >^i»npl^^  .t>^.  Passii,;^  a  hill,  it  ean  he  approached  more 
rapUUy  and  surely  than  the.4'omirry  now  s<vnu  to  1h^  doin^  That  Mirolv  do- 
sorvos  to  he  a  central  jssue  of  the  j)rosidential  campaign.  '         '  ' 

Mi\  I)a\ikls.  Thjuik  yhiu  AFr,  Samsiii. 

Sorvinti:(m  this  sulK-omiui t too  (hi's  inornin<r  witli  mo  is  ono^of  tho 
sonuM'  iuomhors,i*)f  tho  Mir.Kducat ion  Lalmr  (^)nlmittoo,  also  a 
inoinbor  of  this  UxxWoumma^^ .  (^)n<rrossinan  CTHara  fr^  Mio.lii<r,ui 
Also,  to  my  ininuMliate,  rmht  (\)n<rro.ssinaii  Hoaixl  of  Khc^Io  Ishuul  • 
and  to  iny  oxtirmo  ri^rhf  i.«»no  of  tlio  staii(Iin<r,  wcll-iTspoctoKl  luoin- 
bors  of  this  c'omimltoo  and  tho  co-author  of  tho  bill  In^foro  us  today 
\  ontriv.ssnian  Au<rustus  I lawj^ins  of  California. 

Vf^0^!5\^i^'^  ^^^^-^  tinio'roco^rni^^^.        colioa<rue  fmiu  .AIiHii<r:in 

.Mr.  ()  Mara,  lor  any  statoniont  jio  would  liko  to  inalvi\ 
.  Mr.  Ollara.  'Hiank  you  vory  nim')^  .Mr.  Cha^nnan. 
First  off,  I  u-anf  to  oou<rratulato  tho  Chainnan  of  this  Milft-oin- 
.niUtoo  for  his  loailoi-ship  in  t1iis  niattor.  Socomlly,  I  wan^  to  con- 
<rratulato  my  friond  fmm  .California, Mr.  Hawkins,  for  havin<r  do- 
voloiH^I  tlns  pioco  of  lo^rislation  whl(*h{  1  think/ mJtv  woll  1)ocomo  the 
nip.st  important  pioro  of  lo<ri.sl?;.f  ion  in  this  so.ssion  of 'roii(rivss.  ^ 
I%i>i^|ll  \voll  thaKC<^u*rivss  in  1070  onaotod  foirislat  ion,  tiio  Com- 
pr(>ITon.s;,vo  Manpower  A^'t.  of  which  I  was  tho  aut'ho?-.  and  tluscrontlo- 
inau  fron'i  Ncw  Jorsoy.  Mr.  Diwdols.  was  a  cospon.^-,  and  1  boliovo 
tho  pntloinan  from  Cafiforiiia  ami  Mr.  Foixl  woiv  oo-authors  of 
tlu>  lo^rislation,  wlim^Avo  nmth^  ^  oominith^Mit  to  infc])Ioinentation  of 
^  th(y  >  nil  hinployniont  Act,  of  104(1.  as  thi^bill  doos. 
^ri^    •  theutProsidont  llfixon  in  Docombor  of  1070 

^1      tnivo.  tliat  .\vo  should  hiivo  niado "such  a  conmiitmont  is  lomr 
•passed.  I  thmk  this  !s  a  \ oivr.wolcoino  niece  0*^Jo<rislaf ion.  T  do  not 
shaiv  tlio  feai.-^  expro.^od  by  i%  f  rioiul  Mv.  Sarasin. 

I  recall  v(^'  woll  ilurincr  tho  jx^riod  of  the  Konnody  and  Johnson 
.^\dministrations,  nnoin])loymont.  was  rodnco.<l  from  ovor  7  percent 
to  3.4  j^erpont,  and  that  tlio  incivase  in  the  Consumer  Price  Index 
•jrhirin^r  that  period,  oyer  a  period  of  8  years,  ^yas  17  percent,  about  2 
percentt^a  year.  .i  '  ' 

*T  contrast  that  M-ifh  the  re<prd  of  the  last  7  years,"  durin^r  which 
irnemi^ym^^nt  has  risen  from  :^.4  ]KMvent  back  lip  to  7.()  peirent.  At 
Hie  same  time,  the  Consnnier  Price  Index  has  l>een  ^roin^r  up  at  fin 
Tn-ora^3:e^atc>  of  about  8  percent  of  a  year,  four  times  as  fast.i.  .  i 
I  also  ivc^iU  the  experience  ol"  *a  number  hi  Westeni  European 
countries  who  have  been  able  to  maint.iin  rates  ot  in(f,fease.  in  their  ■ 
Consnnier  IVic^*  Index  ceHaiifly  no  woi*se  than  our  own,  with  nnich 
lower  <reneral  levels  of  nnemploynient. 

So  T  think  this  lenrislation  is  well-conceived.  T  think  we  can  *ac- 
complish  this  <roal. 

T  am  lookinn;  forward  to  liearin^r  the  testimony  of  the  distin^niished 
president  of  the  UAW  Avith  respect  to  the  views  ^f  that  union.  T 
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niinrht  say  tliat  tliry  hnvv  1^(hmi  ninoncr  tlio  loiukM-s  in  rnWiu^  far  tlie 
nn])l(MuViitajioii of  tlio  Full  Km])l()viiu*nt  Acfof  l!)4a  ovim'  tlic  voars, 
mulor  tlio  loa(KM>lii|)  of  Afr.  HoutluM-,  iuu\  muler  tlie  loadoi-slui,  of 
3Ir.  \A<K)(loork.  So  I  am  lodkin«r  forward  to  tlioir  rout ribiil ion  to 
this  hoaniiir  today. 

Tliaiik  you.  Mr.  Cliaiiiuan.  ,         '  ' 

MV.  I).\Nu:i..<  I  UM'ciornizi^  i\w  autliort^f  tlu»  lull,  tlu>  dist iii(niisliod 
gvnih,m:u\  Imin  (\ilifornia,  Mr.  Hawkins.  Would  you  caro  to  make 
a  .statiuni'nt  (  " 

Mr  JIawkixs..  Just  a  hi-ii^f  om\  Mr,  ChairuHin.  TJiaiik  von. 
1  think  the  tune  shoi^ld  be  ^nyeiV^to^the  widuWs  I  will  not  vtake 
tl^JS  time  other  thafi  to  >;ay.  >rr.|p{ara  T  think  i-kditfully  it 
niueh  of  tlie  irrouwjwork  for^iTOs  cnrivut  li^<rislat ion  ivas  kn\ 
irher.  1  eertanily  wisjrfl)  (Mvdit  hiufcfo^-ju^^^  oonJ ribution  \S\  mt 
liirard.        *  . 

^vould  like  to  reserve  this  time  "to*^;^)j 
pre|)haT^d  statement  wftieh  I  have  had  d(m(^ 
^inswer  the,  attaek  made  on  tlie  hill  by  t 
iiecMeut,  .who  eertaiiily  is  Una  ware ^>f  the 
sibly  unaware  of  the  provisions  in  the  bill. 

T  would  Tike  tmreserve  at  this  time  to  hay 
a  luirliliirht  i.^sueWjyjJ;.  r>0 and  S.  :>().  • 

Otlier  than  al^n,  Mr,  Chairm 

trij^ute  to  ycuras  o'f  this  sulx'oinn 

leM^ishitii)!!  .is  not  iil^  " 
of  tJie  siiheommitted 

^lount  of  leadei-ship,^' 
yoiHiave  done  in  tlnvmyi 

Certainly  if  W('  are'" 
tioable,  1  J^d  that,  it  ■ 
have  nfiveu.  I  \^i<>h  to  p: 
,  yir.  Daxikls.  ThHiik  \ 


eertainly  fall 
n  have  eliairei 
due  to  von 

-{y*  this  .^rssioiyiolija^s' so<>i 
Sk^^tIo  tlu^  iLMva^^'^f^urej^hif 


jo  you. 


1  ask  unaiiiniou 


feired  in  the  rt'(:^:^^t;^fi^!^^^)^^ 
^fr.  TTawkixs;  \esA*   *  'i't  t^'-^'  :^  ' 
Mi\  I)axiki;*^'..M\]^  iVM.v--*^^'jiH'rt^iiV^' 
lie.  It  i^ 


^at 


lyilx^Tit...  t<>  i^m^^^^Wi^^^^A^ 


Heirt  inir  luftie.  It  iVs()  onlenetr^  ^  .v 
[The-^mirnent  refe.rre^ifi(V%l(> 


•li^SC'-W^*^ ^'^ '^^^^       P>fj>'V^l  to  provide  ni^ioli-^^()URl^'artpr.inff>rina-- 


Jinmpljro.v  ^iU,  and  .to  correot  ^  .stnie-  misiii^ifroi^sifms  i-  " 

..7  -  vr  .v;   .^^Jjobs  f)in",(]o^l}<ne<l.t(>  nchievo  fall  V<^plo\n3ent'%^^^ 

4?^  l«^rM';Ort  piibUc  i^^xicj^  x?hj^:'  lu  the.  Ke<ler{tU  service:  .inur'fl|iau?Sl  XVith'; 
W^^fral^^  %  tofT^ates  a  new  jroiM^al 'Wf>noai1('  ^^^^ 

^ork  a4i^;,if|HV?^,s  a  .(«yfiipt61iensiv<!  packa^?<yfM. polfcles^aiul  protortis  to  ' 

,l^|ve  tliat^^v;  structure  1iireoti(m  and  moaninp:;:<l|g(arjr(>  inehs'uro/the  WUL.Js> 
llfl^'l^'^S^"^  ^^^^^  ^nfo  tne  Kmploym^^  Aet  of  ^O  ^v  VenujiinK '^h^P'^^^^^ 
rfn>pt,  the  j™ifcr(\ss,  iiiul  tlie  Kcden!l?Rp«;j»pv<>  /v^rfoir* 


tion 

The  n(>t  a  Jid: 


T^^^'/lT  ""^^  ^^'"^  Federal ?'Res(Tv«»  to  tnko* certain. acfmhN  tl>.  en«'im' 

-that  full  eniPyynient  and  balanced  Krojj&h  are  acWevwl,  But  the  aetuii:' activi 


ERIC 


•'       ..  84 

ties  will  viiry  f*,i,,i  y.-iir  to  y.'i.r,.,l,.iHMi,liiiK  .)i»oii  iv.m.m.io  .'W^„„h.  and  this 
tl.->rtl.l.Mir(..vs.s.)^.ii  major  stiviiKtli      the  l."K'isliiti,.n  ,  a.m  uii.s 

I  tiliz.MK  nil  of  tlio  l...liciosT^evinit  to  full  .Miiploynioiit,  b!tS»«lCKr.m  tli  iiiul 
-rioo  stalal.ty,  tho  bill  i.  .loslf:,,^..!,  to  aavlorut.'  tiio  onlarKoW#of  t  u  t 

X'ars  of  cM.a,.tmont.  TJ-l,is  is  to  l,,-.  a.  liievcM  through 

pr,vato.  aV„.>«„bli..  iol,  o,,,ort,iai,ios.  Thos.  rt<l,litionnl  jol  .  r  J^^^^^ 

nntly  prrvafo,  w„lu.tl,e  n.,a;uni„«  job.  allo,at...l-nt  all  lovels  o    ,n     rm  " 
stnbu  .M  m  ron^,„.,.oal,.wl,h  ,.ast  trt;n,ls  ^,,.1  c.rront  oonditio..".  v  l  ,': 
l.ma.UT  for  struct  .ral  a»lni.tati,.n  to  ^>Jn,oloKioal  olinnw  in  various  s.vt  rs 
iiiid  (•liiiiiKuij;  palt.M-us  (,f  national  luvil'JW      ^  ■■nous  , set rors 

l!i.t  tin-  bin  is  Hot  ainuHl•to^<'a^l  fnllifJ.ployuaM.t,  ojily.  nor  to  the  .Toation  of 
0-l.s  for    h.ur  own  sako."  ro^ardloss  of  tbdr  ntility  a.ul  .pr,Klnctiv.'  o  ,l  „  t 
In.stoa.I.  tlu-  b.lWs  .„„no,I  hm  ar^l  tll^v  baInM.  e<l  dovdop.uo.  t  of  fnl    on  , 
mont.  projin.-, na^.Kl  ,.un  hasi„«.i.ow.>r.  An  i.u„orta,>f  ,K:rti.m  of  ,b  "  ul  lit  ,1 
jnb.s  .Mvat...!  w„fiT.I  .tott  H.,-ntili/.atioa  ,.f  i.ll,.  Innnai,  aa,l  oilu-r  r.s.ui  ■  ts 
lu"  l.ro,hKtion  of  K,H<,Is.a^,l  .s,Tvi..,.s  wl,i.  1,  moot  essent,iMl  an.l  onduri  i^-  prior  v 
tuvrts.  now  ,'n.ssl.vm'ht^l.  Tb.-biU  roonsos  np„n  ..nalitv  as  v o    a^o  m.  titl- 
upon  a  l..,t,.r  as  w.^fras  a  biKfcor  .fTort./nio  bill  is  l,ot  ai.ufd  o u  v  a,    pU  ,  a' 
on  nonuo  trrowtji.  but  als.rat  ^J^,.s.-  dian^-.s  in  tl,o  oon.positim^  o?  Kr  v  1  w    e  ■ 
arc  rvsponsivi" /o  (  bauKiUK  priorities.  •  ^       » i  ii  » nirn 

The  bill  is  .le-nKiuHl  in  a  practical  manner,  to  restrain  price  indntion  reduce 
an,  then  remove  the  V.Hleral  deficit,  an.l  to  ^.^nerate  luMieUts.  ineU..Ii  «  beaetUs 
to  the  ^ederal  l^idget.  ian^^-asely  outweiKhinK,tbe  costs  involml  , 

r^^'^^TTCT',^'' ^f'"""'  ".e  current  e<-onon.ic 
r.H.n,r).  lh.it.  reAy'\efr  ^^ill  leaves  us  with  ia'ipiense  idlenes.-i  of  workers  and 

\        'l.r"  /r'Tn-K ''"'"VT;  siK-niVant  ehan.v  of  another  r.^^e" 

.Mon  in  1!).  .  or  1!).K  ayd  the  I.rv>iptvt''in  any  evear^.f  intolerablv  liiL-l,- idleness* 
ot  resoun-es  cve^.ia  li^^O  or.  ID.Sj.  .T-^ar  in.po'rtantlv.  the  bili  d  e '  m^  stem 

s.t  Mtiori.  It  IS  .lesiKMiHl  f,yprevA,frepetiti,y,  of  Hie  fiw  business  cvcles  of  staL- 
.ution   recessi,xt..^l.J-,ya.de.,nate  untutms  wbich  h a v«  planned  u"s  si„oe 
and  which  h;,  ve  eaus.Hl  .,u^  to  forft.it.  in  the  ,,eiKhbV,rh!;^,od  of  3  ^^h^  io^^ 

.md  wom.in-years  pf  employment.  (Mnxrt-tihiitv.  The-.  Firil  ■  Kaudoviiinnt  ■,•„! 
I  a  auc.Hl  <:row,„  Act  of  107C.  would-  iSfiiate- pli,nnin«  for  k^ta  ef f^Umpi  v 
mvnt.  pr(.ducti,in.  pim.luisfii- f^,,«yr.  aM(Vpric«,stabilitv  '  >  ,t 

A.larKo  part  of  ,thennntcrinls  #f  fortli  h.#in  are  fncts.nle  project  ions  and 
estunates.  as  to  operation^ -snbsciuent  ^o  en^i.tniPut  of  ^be  pW|*rL  slffon 

e     nsKten    win  'I?-V<|npn,e  .«%,bs«,,,ent  to  ,U  eKncfmeur  M^i-U  would  . 

be    onsistent  «  th  achie.^UK  A»  ol  Jec1ave!»It  nmst/fe  sM'e.^swr.thaf  these -f.ro-  ' 
he  ZV":',"'''"''/^""^  ..ftt^.tlid,^  toUpict  priH.isely  what  ^,?"•ulil  actuaUr 
t.e   he  developments,  purjcuant  to  knfl^tn.ent  of  II'.R.  ,-,0  and  Sv-.o  fioiisi^te^r ' 
.w,th  the  essential  purpose,  of  . tl,e.^,efl,u,-e.  ;hese.  devel(«,menl#  woiS*  fe  leK 
year-by.year  actions  of  jho  Presi^t  ami  A^-  Conp;res^;  ■adjuste,l  t«^mfollh^^^^ 
econonnc  trends  and  needs.  N.-u  Ji,les.s^tfitj<#<k"ction;  a  urestin^4e  " 


forth  herein',  are  usefiil  fn?  Ihe''ipp*e  of 
will  increa.se  the  pntillc  understaiulTti 


TllK  PROPOSED  A(  T  DOKfi,  NOT  ' 


T^V   .\^S>?t 

.  „  Khni:  a  fioiioral  perspodHve  ]liiit 
jiiul  ov:Uu;ititni  <^T.U.  50  and  S.  oO.     '  ^ 
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Growth  Aft  of  1070 


-  '    w^^^^^  ^^^^ 
'^>nie,  lepal  sonso,  f(*>JSll  adult' 
'^V  iHol)  to  luif  pjirticuljir  claim." 
a  jol),4t  confers  no  legal,  rjj^i^' 


f)oes5  the  Full  Eniploymonj;,- and  Hajiiiu 
F<;;cl.oral  Ooveniniont  to  a  joff  '^^mrantof 
AiiljjjtofinsV  No.  tlio  nieasiire^tloos  not  "^iia? 
^int{"*t5ivp  anyoHiPriio  ri^ilit  t'&  sac jAVcairt 
upf>n,!3j^ono  to  ('laini  a  .jf)U.  fiB*' 

■irv.^^'"'  CoHKrossinnal  (WlarWi()n, of  th(^  >iplit  of  all  adirf?^ AmerMn. 
iible.  wilhhp.  and  seekmpr  to  work  to  opporMuiiti^  for  useful  paid  empTovl&ent 
at  fair  rates  of  ronii)ensntioir:  is  a  statement  nati()M«l  poller  . values  U  Venre- 
wh"o\^r  -nnaitment  to  pnft^  j^opi^nni<fs  for  fih  adult  AmlS 

uho  soek  joks.  and  s<^ts  the  goal,  of  rediifflfc  u^mplavment  tn  3  percent  4utliiii 
^J"^  '1''"'!'''^         f  enactment  momi^uA  Tht^  meagre  Intr^^^^ 
sufficiently  l.road  raiiqo  of  nietnods  to  niSe  rSn7evement&f  this  ffoal  en 
feasible  with  vigorous  a <rm in istratlbiv'of  the  Act  -  .  ° 
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VAUDllY  1)K  (;(>AI.  OK  KKUUf  I  MK  U  N  KM  Pr>OY  M  KNT  To  ;i  I'KKCKNT  WIT  1 1  I.N   I  YKARX 

,  i)V  K.NAtTMKNr 

Coiirrtiry  to  sonio  impressions,  tho  (Mirront  House  version,  of  the  hill  (II.R. 
r>0)  (lollnos  tho  term  "adult  Anierienns"  to  iiielu(h»  those  10- yenrs  of  a^'e  uiul 
over,  which  is  the  (h»tinitiou  now  .uscni  for  eurront  otiieial  i>ortrnyaI  of-the  rate 
of  niiemployiueiit.  The  eurront  Senate  version  (S.  'I'O)  does  not  yet  dellne  the 
term  "aihiU  AmOrieniis,"  although  Senator  Ilnmphrey  has  indiea ted  that  he 
favors  IS  years  of  ajie  and  over. 

Sonie  ohjt«etions  to  tiie  proposal,  on  the  Kronnd  that  the  3  i>ercent  tlgiire  with- 
t  h\  four  years  is  too  low,  or  that  iio  spei'ilie  aud  <piantitative  j:oaIs  jireMue^Uiing- 
fnl  auit  realistic,  are  in  our  view  not  justilitMl.  It  is  true  that  the  3  iK^reeiit  Konl 
is  aud)itions.  Unt  it  is  attaiuahle.  And  oidy  h'y  setting, sueh  a  loug-terni  goal  is 
it  ere<lit)le  that  the  nation  will  marshal  the  policies  and  sustain  the  eommit- 
raent  ueeessary  to  achieve.  DiH  employment.  Tlie  implenientatioii  of  the  tlmploy- 
iileut  Aet  of  T.m;,  which  tlie  current  hill  is  designwl  to  supplement,  has  heeai" 
dcfitieiit  in  rtH.'eiil  years  hwanse,  among  other  things,  there  have  been  "no  spe- 
oillo  and  <auantilied  goals.  And  during  some  other  i>erii>ds  undtr  tho  Kmploy- 
ment  Aet,  the  ahs<Mice  of  sjKM'illc  goals  was  aceoiupau'ied  in  general  hy  high  and 
secularly  rising,  ifuemployfuent. 

^  In  eoutrast.  the  Kniph»yruent  Ai-t  has  worked  l>est  when  such  full  employ- 
ment goals  were  ideutilie<l  in  its  operation.  During  1047-1053.  the  tlrst  period 
of  adudnistrntion  \iuder  the  Aet."  goals  were  spiM'ifitMl.  each  year,  and  unemploy- 
ment was  redu^eil  to  *J.O  iK^rceut  hy  10r>3,  compared  with  5.0  i>ercent  ui  the  reces- 
sion year  1010.'  (Joals  were  again  set  in  lIMil,  following  throe  year^  of  sporadic 
recession  and  Recovery  htid  a  longer  period  of  low  average  real  exormmie  growth 

.and  rising  un«uiploynient.  An  interim  target  of  4  i>ereent  uueiuployment  was 
inyt,  and  nneruployment  was  ri^lneeiU from '0.7  percent  in  lOCl  to  3.8  i)erceut  in 
lOlU;  and  3.5  percent  in  10(10. 

Assuming  enactment  of  the  propostMl  legislation  hy  the  end  of  1970,  it  is  esti- 
tiU^ed  that,  to  rinhu'e  unemploynuMit  froih  the  estiniateil  rate  at.  the  end  of 
lO'Al  to  3  percent  by  the  end  of  lOSO  would  involve  ad<!itional  jobs  in  tlie  range 
of.-UVlli  million,  or  11-13  percent  of  the  estimated  civilian  labor  force  at  the 
end  of  1!)7(>.  We  have  done,  almost  as  well  as  this  in  i>ereeutage  terms  at  times" 
in  the  past,  although  wi»  sthrtcd  from  rates  of  uneniployment  nuieh  lower  than 
that  estiniattMi  for  the  eu(i"¥>f  1070.  In  addition,  the  Kull  Kmploynient  and  Hal- 
anced  (irowth  Act  of  1070' includes  many  facilitating  programs  which  were  not 
availaiile  during  thcs^^  earlier  periods  of  high  ac(N)niplislinient, 

During  the  four  year  iH?riod  from  10-10  to  1053.  the  increase,  measured  against 

•tlie  cnilian  labor,  force  in  1010,  was  about  0  iK^rcent,  despite  the  fact  that  a 
m -ess ii>n  started  in  early  1!>53.  From  1001  to  1000.  a  period  of  live  year.s,  the 
iucrrUsc  in  civilian  employment  similarly  measured  was  nu>re  than  10  iH^rcent, 
equivalent  to  about  S  percent  in  four  years.  From  1000  to  1000.  a  period  of 
three  years,  the  increase  was  aUnir  7  pm-ent,  which  equates  .with  0  percent  in 
four  yt-ars.  Fmni  107O  to  1071.'  a  pcricul  nf  f(,ur  ycar>.  tho  increase/so  measured 
was  almost  0  percent.  In  the  base  year  i>f  all  of  flie.^e  periods,  as  already  stated, 
tho  level- of  uiiempli>yment  was  much  hiwer  than  now.  an/1  there  liad  beeiK  no  ■ 
recession  <-onipa rablt»  in  i'liiratioii  or  severity  to  the  nio.st  recent  one^ LookifJg  at 
these  l>a>e  years,  the  rate  of  uireiiiploy meiit  was  5.0  percent  in,X0-iO.  0,7  percent' 

,  iu  P.Mil.  3.S  percent  in  10(«;.  ami  4.0, iK^rcenf  in  1070.  He<Miuse        ore  nou-  in  a 
period  i)f  relatively  I()wer' plant  and  labor  utilization,  the  opportunity  luid  re^^ 
spousibility  to  excee<l  thi^se  earlier  rates'  of  growth  exist.  '  ^ 

■s  From  March  1075  to  March  1!)7(),  the  increast^  in  employ niet^  was  more  than 
3  percent  of  the  <'iviliau  labor  force  in  iMlirch  1075,  or  equi^'ulent  to  almost  13 
percent  iu  four  years,  allowing  fop  compounding.  With  much  more  coniprelien- 
.sive,  vigorous,  and  sustained  ettorts.  the  goal  of  increasing  employment)  by  11- 
13  pei^'ont  in  tiie  four  years  from  the  end  1070  to.tiic  end  of  1980  in  finite 
reasonable.  .  , 

The  objection  is  raised,  in  some  ipiarters,  that  the  records  cited  just  above 
were  during  periods  of  limited  war  in  Korea  aud  -Vietnam.  But  there  was  no 
war  when  the  strong  recovery  from  the  IJMO  rcM-ession  Itecame  mariifest.  During 
the  period  I'^.HU-lJXiO.  the  VietnsVni  war  was  not  signiticUnl:  in  its  iM.'onoiuic  size 

/relevant  to  the  size  of  rhc.ve<M^iij)my.  And  duinng  1070-1074,  the  economic  size 

»  of  the  Vietnam  war  had  .dec}ine<l  great^-  relative  to  the  size  of  the  economy.- 
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In  any  vxyni,  \\v  rrjcvt  einpliiiticmiy  jiny  proposition  .to  the  offLVt  tlint  fulf 
prospiTity  is  nnnttninablo  without. at  lou^JiinitcMl  wars.  What  \\v  did dirrinj?^ 
those  times,  partly  to  arop.l)oiul>s  on  otlier.s  wo  assnrtnlly  can  repeat  ami  Itotter 
in  K-nitoniie  iK'rforaiahee  terlus,  for  the  nohle  purposes  of  liftiuK  living'  .stand- 
ards and  eradieatinj,^  theanisery  of  aiassive  nneaipl»)yiiieiit  and  t lie  wast aiTo  of 
other*  idle  resourei^  at  homo.  .  : 

There  is  an»dher^ay  of  niea.^nrinK  tlie  fjAlsii»iHtv  of  redneia^  nneaiplovaient; 
to  :?  pereeat  hy  tluWul  »»f  li)SO.  This  wonhnvtphre.-an  average  aiLHU^U  real  e<'o- 
-  noniic  growth  rate  of.  ahtoit  7.0  per^jent  from  l!)7(i.^o  1J)S().  withwESiewfiere  iu 
the  nei^liborhoud  of  !)  percent  for.ijh|  h'ast  one  jrtjjlr,  find  year-l').\%^ir  diniina- 
lion  of  tliis  prowth  rate  in  the  lj^l|||jpyoars  as  tlie*eeon(anv  moves  elo.MT  tp  full 
potential.  Dne  to  tlie  ntilizj^tionjjf  u  wide  variety  of  niicro-eeonomie  niea.snre.v 
under  tlie  propo.^'d  W^i.^latiou.  j^ffappears  tluit  .  the  8  percent  Koal  eould  1)0- 
reached  witli  a  .soniewhjtt  lowe/  average  aUMal  rate  of  real  economic  growth 
llian  tlin)n^li  relying  entirely  upon  general  4K>'aI  and  nionetarv  measures. 

Ihirinp:  tlie  tirst  three  montlis  of  lOTO.  tlie  aminarrate  of  real' economic  Kruwtlr 
was  T.o  percent,  dr  nnieli  lii^her  than  in  carliw  stages  of  the  current  recovery 
movement.  But  tliis  7.5  percent  rate  is  not  e\pe<'t(Hl  to  Continue  under  eurn*!it 
policies  and  propnnn.s  luH'au.^e  it  resulted  .In  hir^'c  measure  from  h  non- 
su.^tainahle  rale  (jf  invehtoi->-  clmn)L;e.  .\nd  it  i.^  widely  reco^niml  thjit  even  this 
vre:U  ^-rowtli  rate,  and  more  .si)  the  real  growth  rate  during  the  total  recoverv 
movement  tlius far.  has  hci-n  inade»iuate  to  reduce  unemployment  at  an  accept- 
ahh'  pace:  that  the  real  (H'ononiic  ^;rowtli  rate  now  fore<'ast  for  the  balance  of 
1!)7(;  and  future  years  is  too  low  to  rekluce  uneinployment  substantially;  and 
that  the  need  is  pre.^.^ini;  to  improve  the  perfornmiu-e  greatly  in  the  period  ahead 
if  ^c  Hrv  not  to  run  the  risk  of  another  recession,  and  if.  even  without  another 
re<*ession.  we  are  not  to  he  left  at  intolerable  levels  of  unemplovment  and  other 
idle  resources  as  late  as  l!)Saor  1!)S1. 

The  feasibility  and  indeed  .tlw^  ntn'ossity  of  the  real  tH'onomic  growth  in  Jthe 
neighborhood  of  J)  ijorcent  f^tr  a  year,  con.^^iderin^'  how  far  we  now  are,  from 
rea^^onahly  full  resource  u.se,  is  not  .Mdely  the  conviction  of  the  proponent?;  of 
.l-r.R.  no  and  S.  50.  For  e\nTiii>le,  Business  Week  of*  February  2,  197(5  sets  ft^rth 
the  view  of  Professor.  James  Toltih  of  Yale  T^niversity.' pa.^t  President  of  the 
American  Economic  A.ssociation.  and  .one  of  the  ablest  former  mead»ers' of  the 
Cianieil  of  Economic  Advisor.s  Professor  Tobin's  views  are  .^et  forth  us  ftdlow.s:  ^ 

"Tohin  arpmes  that,  lifter  coming'  out  of  the  steep,  recession,  ii  0  to  7  percent 
rate  is  just  too  low  a  tar^'et  to  shoot  for,  and  that,  ^'iven  the  low  level  of  ca- 
pacity utili/;ation,  the  economy  can  f^row  V  prrcnit  this  i/cnr  irithout  nnW  infla- 
tumarif  impact,  ( Italics^  adde<l.)  Tobin  wants  fi.sciil  and  monetary  stihudi  to 
pu.sh  the  economy  to  this  hish  Krowth  level."  ' 

Tho  views  just  cited  relate  only  to  the  feasibfe  and  neces.s^iry  pace  of  the 
economic  restoration  during'  the  tir.^t  year.  Meanwhile,  there  are  some  who 
a-ssert  that  a  pattern  of  real  economic  ^:roWth  rates  consistent  with  reach i Hp  3' 
percent  niumiployment  by  the  end  of  t!).^  is  attainable  for  a  year  or*  two,  but 
Uf>t  for  four  years.  In  support  of  this,  there  is  citation  of  the  performance 
rec»>nl  (►f  the  e<.'onomy  from  11)5:^  to  date.  Rut  the  entire  o!)jection  neglects  the 
obvious  fact  that,  during  this  lon;^.  jn^riod  we  exiM'rienced*  five  cycles  of  up- 
turns. sta;;iuitions.  and  ahs:duh'  <lown turns  or  nvessions.  with  the* most  recent 
nvession  bein;r  .l>y~far  the  longest  and  deei>est  since  the  (Jreat  Depre.-^sion.  )Ve 
have  had  ineffectual  economii- -policies  during  most,  of  this  period.  As  a  result,' 
eacli  upturn  at  itsi>eak  has  Tended  to  leave  us  with  more  idle  W(»rkers  :Uul  other 
productive  resoTirces  than  th<'  IK'ak  the  previous  rtvoveryt  Never  since  the 
LM>  percent  rate  of  unempb/viuwit  in  V.)5H  have  wi?  relnrne<l  to  full  employment 
or  full  product iVm..  With  s();i.liP undulations,  the  hnig-rerm  or  st^cular  trend  of 
unemployment  has  been  severely  upward. ^And  the  very  recent  period  of  the 
most  serious  economic  deterioratioijp  in  ieriii^ 'of  idle  resonrjjcs.  have  been 
accompanied  at  times  i)y  th(*  highest  ratef>f  price  inflati(,^  .«^in(;e  tlie  Civil.  War. 

The  pnrpo.s;e_of_  H.U.       and  s.  aot  tn  aocept!:a  rei)etition  of  the  bad 

things  that  have  hap!>em\|l.  but  rath<if  Jo  bein|fit  jEr^niiaie  les.sous  learnetl,  and 
to  prevent  the.^e  things  from  continuing  t().  hayfrjt.  'Hie' central  purpose  of  the 
bill  is  to  .set  up  a  new  process  and  progranrtojfflpVenient  government  economic 
j)olicy  in  a  coherent  planner.  Wo  .shojito  Jookl^ rough  the  front  window,  and 
move  toward  where  we  want  to  go  anjgVnn  go.  not  look  through  the  rear-view 
«Jndow  showing  the  r4)cky  road  of  theJfj^t  and  letting  that  dismal  perspective 
lead  us  to  nioro  of  the  .same.  *  ^  '^^ 

.  ■  J®- 
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.  It  slionia  also  hv  moKiiiml,, in  roiuuH'tioii  with  the  Koal  of  re<lnciiig  iinem- 
ployiiuMU  to  a  iHMViMit  l).v  tlu'  iMHl  of  1!)S0.  tliutvotUcr  iiulustriJilized  countries 
consistently  Mcliii'vo  Iowit  rati's  of  unmiployniont  than  the  U.S.  During  the 
period  11K):!-I!n;s.  while  the  T.S.  liad  jin  averuKe  nueini)loyniont  rate  of  5  per- 
cent/Jai)an;rran(V.  the  T'hited  TuiiKdom;  SwiHleii,  mid  Gormiuiy  had  mi  iiver-  •'*~  ' 
age  imeniployiiient  rate  of  l.S  percent.  During  our  most  rooont  recession,  the 
difrereiitial  widened.  Ui  iMTo,  the  niienipioyuient  rate  in  the  was  S.5  por- 

eent.  e(»nipared  witli  an  nnemploynient'  rate  average  of  al>ont  S.n  i)ereeat  for  ' 
tlie  Knropea'a  eonntries  citinl.  "  . 

Finally,  it  slionld  i»e  home  in  mind  that  a  goril  is  a  goal — nc)t  an  ahsolnte  and 
rigid  rtMpiireiiient.  The  purpose  of  setting  goals  is  to  ludp  ns  do  l>etter,  not  to 
achieve  iH»rfiM'ti(/n  for  all  times.  II. U.  .'>()  and  S.  ;)0  provide  fo^  annual  review 
of  the  goals  and.  it  should  l)e  empluisized.  jilso  ri^piire  the  President  in  the 
nrst  year  to  review  the  fnll  (MnploynuMit  gt)al  and  timotahle  and  "report  to 
(\»ngres.s  oil  any  ol>sta('les  to  its  aehie\;enij,Mit;^n^ml,  If  neoess;iry,  proiH)se  eurnx.'- 
tive  eeonomie  measures  to  insure  that  the  fl'dlVenfph)ynient  g'oal.und  timf'tahle 
are  aeliieved." 

11. u.  r.o  .\M)  s.  .-.()  TO  NOT  co.NeK.Nrit.vTK  i  pdx  priu.ii,vsi:KvicK  .loijs,  in-T  wps  • 

■■;  H.\I.A><  i:ir.\i)l)iilo\S  TO  PUIVATK  ANO.rtUn.lC  KMPLOVMKNT 

U.K.  no  am")  S.  ilO  do  nol  place  major  eni])iiasls  upon  re.servoirs  of  i)iii)lie   ,  ' 
servi<'e  joi^s  in  I'Vderal  employment  ai^l  linanceil  l)y  the  Federal  0<')vcrnnient. 
To  the  nmtrary.  tPi^'  measnre  hjc  desigiuvl  to  integrate  nil  efforts  toward  l)al-  • 
anced-growtli  Jol»  expansion,  in  firis  clear  order  or  priority  : 

.(1)  Kxpansioa  of  conventioilal  private  sector  jhbs,  throngii  improved  nione-  ■ 
tary  and  fiscal  pohcies;  promotion  of  an  ecouoinie  eiivironnient  in  wliicli  private 
enterprise  would  l>i'  eneonraged  l>y  tlie  assurance  of  fliU  and  growing  niarkets 
for.  its  prodncfs.  and  hy  greater  stalrtlity  an'd  certainty  in  publie  policies;  re- 
ni(/al  of^  nndesirahlc  Fedei^.il  rules  and  regnlafiops;  inipro^ved .  training  pro- 
grams; and  the /'ninUiplier"  effect  np(Mi  private  employment  of  all  of  the  other 
employment  a.nd  investment  activities  provhUnl  for  in  the  hill : 

(2)  Expansion  of  nathmal  pri()rijfcjfe,ittly>  with  improved  Federal  assistaace 
of  a  marginal  nature,  the  mwl  fjfr  which  is  already  recognized.  Even  these 
additiomal  joi»s  would  not  .l)e  uiainA'  piil)li(?  jobs,  much  less  *'piihlic  service"  joi)S.  '  . 
>rhey  wouhl  l»e  mainly  private  jojt,  as  is  dear  from  the  nature  of  the  priority 
iRHHls  cited  ill  the  pntpo.^od  Jegillati()n~aspe<*ts  of  housing,  <iiasH  transporta- 
tion, enviroimiental  improvement.  resource*deveh)pnieiit,  health.  e<hicatit|n..  etc.. 
Kveii  tlie  priority  jobs  in  tlie  pnl)lic  st^'tor  would  In*  mainly  State  and  local, 
rather  thau^  Federal;  an'd  most  of  these  pnlflic  sector  jobs  would  have  a  high 
"multiplier"  eflect  upon  private  employment  ami  investment  ^■ 

(8)  SiipidiUiuinrary-  to  the  above  mean.^  of  providin'g  joi>s.  a  series  of  micro- 
econouiic  pSUi#>si4id  pr()giC'\nis,  more  spiH'iaii/.ed  and  piniH)int*d  than  fiscal 
and  nioneiary  iHilicie^.  and  designed  to  reduce  th6  inflatir>nary  strain  which  . 
•would  l>e  inv()lve\t  in  using  fiscal  and  monetjiry  policies  alone  to  achieve  and 
maintain  full  euiilUiiUufrnt.  The%'  micrivecouoiuic  pf^licies  aiid  programs  include 
(•(►untercyclical  cniphnThent  measures,  a  countercyclical  grant  program  to  help 
stabilize  State  and  local  budgets^dnriiig  periods  of  high  unemployment  and  low 
production  :  regifuuil  and  structural  employiuent  measures;  and  youth  employ- 
ment measures.  The  ^t)hs  thus  providtnl  wtnild  also  l)e  mainlv  private,  although 
with  marginal  FiHlenri.  aid  ;         >  ^ 

(4)  As  a  last.  H'sort;  for  thT)se  otherwisi*  unemployed,  aud  .^ii!)ject  to  manv  S  " ' 
■strict  criteria  of  eligil»ili!y.  U.K.  ;jO  an.d»S.  r>0  provide  for  reservoirs  of  public 
and  i^a-ivate  iionprotit  ,Jol)s.  linanced  hy  the  Ke<leral  Government  althoufrh  a 
large  portitiii  of  them  w(uild  iioti  involve  vFp<leral  employment.  It  is  likely  that 
such  public  service  Jobs,  at  their  i>ea)c.  \YoiihKnot  be  more  than  1-1. fl  millioi^. 
The  8  million  public  jf»bs  in  tlie  initial  year  a.s  estimatwl  .by  the  C.H.O.  (dis- 
cussed later)  is  in  our  view  rar  t/>o  iiigli,  because  it  assumes  tiiat  other  pro- 
visions  C)f  tho.legislation  wTn^d  ui>r  add  siibstant ially  to  employment.  > 

It  is  noV.  pos.siido  to  projet^f  in  dctaihMl  prt^^isiou  the  (list^rihntion  of  the  addi- 
tional jobs  between  mnv  and  the  end  of  calendar  lOSO.  This  J^■(mU^  depend  ^ipcui 
how  well  privat^  enterprise  respoiide<l  to  tlie  various  indiieenients  offered  to  it, 
aud^  upon  year-by-y(»ar  de<asions  of  tlie  President  and  the  Congres.s  with  respect- 
to  speciiicpoHcies.  programs,  appropriati()ns.  etc.  But  it  is  f(^asible  to  make  s<uue.  ^ 
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very  rough  ami  proliniinary  ostiiiiati^  to  provide*  a  mii^h  porspootive  of  dovol- 
,  ^  opments  under  the  pi^oiH>sed  h^t:ishitio*i.  To  roaoli  3  perrent  unomphn  meat  <»r 

'^Vl^'^i/?  ^''^'il*^^"  y'^'^'-^^y  tilt*  ^'aleu- 

dar  laso.  1(>-U  uulliou  ah<ne  tlio  total*  est  iiuatod  for  tlio'end  of  oalemhir  1970 
'^""»»^;vheTe  -het^^wn  -twn-thlTdM  and  "  threo-quarfehs  of  tliese  addVt  ionaf  johs 
wpuhl  he  conventioual  private  johs/lneluding  u  pood  luimlH'r  resuUin;:  from 
nnero-yccuioinio  ai^ouehes ;  juid  in  additicm  a  suhstantial  number  wouU'l  be  jobs 
^in  theifi)nvate  stK-tor  related  to  federal  linaneial  assistance  of  national  priorities 
111  arjftis  suoh  as  Ifousin;:,  healtli.  food,  and  transportatioii.  Thus,  onlv  isome- 
wlier|  m  the  ix>i;:h;»orlu)<Mi:of  one-fiftlrof  tlie  aihlitional  jobs  wouhl  b*e- State 
loeal|and  f<Mleral.  witli  tln>  iuereaso  in  federal  jobs  (Mmiin;:  to,  (mlv  a  smali 
fraetTou  of  tlie  .total  iurrease  in  >;overnnUMit  j(>l)s.  The  Kederally-llnauVed  reser- 
voirs of  pnblie  service  jobs  wouhl  at  tli<Mr  iH>ak  l>e  only  ji  small  fnu't  hii^. trlie 
total  additMvual  jobs,  and  a  nuijority"^  ()f  these,  us  statetl  above,  wofthl  not  be 
.    I-ederal  employ uieut.  ■    '  '  .  r 

*  ■  .■  kf-- .  ■ 

Ti1i:.ini.L  IS  NOT  Any:i>  at  joh  ckka tion  ai.onk  :  ipis  aimkii'  Ai:so^To\vAm> 
c     .  "alaScku  KroNo.Mio  CROWTif  ^;      .  ' 

,   ^  .        »  '    ■    m  ■  ' 

AlthouKli  work  opportunity  is  of  iutriusio  value  .to  the  iudhUcJual  H  HO 
and  S.  ;,0  are  not  designed  just  to  create  Jol)s.  They  are  desiirNRl  to  proiuote 
couditMHis  whert>by  euou«h  of  the  additional  jobs,  and  the  re^iltant  output 
private  nud  public  are  devoted;to  the  RreiU  priorities  of  our  ectmomic  and 
.  relat(;d  hinuau  needs.  The  Full  Kniployuieut  itud  nalAne(Hl  Growth  Tlan  in 
.  addituui  to  p)als  for  full  employment,  would  eucournpte  inte^,'rate<l  attention  to 
the  use  of  appropriate  portions  of  the  additional* emph)yuient  hud'  G  NM»  in 
sueli  specititMl  .fields  as  energy,  transportation,  food,  small  business  environ- 
meutal  unprovenu>nts.  health,  education,  hmisinj:.  and  Fetleral  aid  to  ^tate  and 
!(K'al  ACovorunuMits.  / 

In  the  perspective  of  onr'total  nfeds  and  res^mrces.  these  praority  programs 
would  be  evalnate<l  and  sluu>ed  in  terms  of  the  economy^  abilitv'to  Mipport 
tlu'ui  without  strain,  in  teruts  of  their  relevancy  to  achievement,  of  sustained 
full  employment,  full  pHMhutiou.  and  balanced  tcrowth.  and  in  terms  of  their 
ivlevance  to  tiie  real  uihmIs  of  the  American  people.  Most  of  thest>  priority  jobs 
would  l)e m  the  private  sector,  ulthdu^ch  niauy  of  such  jobs^  as  ^ilwavs  \vould 
need  Fe<leral  assistance.  #  *  ' 

Tbese  aspects  of  II. H.  HO  and  S,  oO  lire  o(;,transcendent  iniportauee.  Since  the  . 
launclnag  of  tiie  first  Spulu?c^^  in  lJ).-j7,  we  have  written  and  spoken  billions  of 
words  about  the  iuii>enilive  need  to  reorder  our  national  priorities  Hut  words 
have  hardly  been 'f<dlowed  l*y  deeds.  The,  new  legi.^lation  will*,  for  the  lirst  time 
imtuilly  deluu'  these  nationaj  priorities  more  pre<M.seIy.  require  that  thev  be 
umde  an  integral  part  of  tlu-  aunnardevelopuuMit  and  review  of  Full  Kniploy-^ 
ment  and  BalanctMl  Orowtii  Plan,  ami  greatly  improve  ^he  evaluation  ami  shap- 
ing of  these  priority  endeavors.  *       '         ^'  ■  ^  * 

Effect-  .upon  ironirn,  tcr)inf)crs\  ani(^  minorities  ^ 

As  the  current  rate  of  total  nnemploynieut  is  accompanied  bv  a  several  times 

luglier  rate  of  unempl<»yment  among  women,  teenagers  aiul  minoritie.s.  concern 
^    wnuld  be  accompanied  lo;,  .Mn  eral  times  this\ate  of  unemphivmeut.  or  at  least 

very  lugh  rates  o.f  un^ja^)l(>ynuMir,  aniong  Hlies(rnn'ee"group.s,  This  coucern  is 
_   UMfouinhil..    .     "        ■  *  p  . 

7  WiuMi  unemidoyuient  is  very  liigh.  vari<uis  factors  have  eombined  to  im-rease 
imcmploynieut  a.n.ioug  theso  three  groups  much  mono  than  among  others.  In  con- 
scfiud.fc.  reduction  of  tofijA  uiu'mph)ynieiit  to  ;i  iM-rceni  would,  percentage-wise 
:ueces.sarily  rcdiuv  uMeuiplbymeiit  timong  these  three  groups- much 'more  tlian 
among  (>tlK^r>;:  witljtait  thiA  it  would  be  impo.ssililo  to  get' total  unemplovment 
,jiIo\vn  to  3  iK'rcent.    ':.  ^      -  *  . 

■  FnsK4i|j>erieuce  deiuon.strntes  that,  when  totj(l  unemployment  is  very  low  the 
(lifrerentilil.  between  tl^>  rate  of  u^iemploymcnt  among  these  three  gnmp^'and 
among  others  is  very  <;mall;  For  Example,  the  rate  of  :uhemph,vmeut  for  tho^e 
^0  years  of  age  and  over  <was  percent  in  lOHl.  2.7  percent  in  l!)r>i\  and  2  0 
pe^pent  nf  In  these  same  years,  re.spectively.  tlife  fate  of  unempb)vment 

among  those  aged  li\  and  over  (l.e.>  total  nnemploymehl)  was  3  8  i>ercent  30 
percent,  and  2.9  ix^rceiit.  Much  the  sai<ic  Cpietors  a!)ply  with  respect  to  women 
and  minority  groups, 
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It  is  probnMo  that  thos<»  (liftorenlials  wonUl  l>e  ht  Worst* no  greater,  and  may- 
he  even  smalJor,  nnder  tlie  oi)eniti(aisM>f  the  Ha\vkins-IInmi>hrey  proposal  When 
•  enattiMl.  Viir  that  measure  inrhides  special  provisions  t6  deaf  witrf  this  vUtrt^ 
l)rohlen),  such  as  the  ^lH'cial  i)n)«r{un'  for.  yontJi  employnicnt  ami^the  string' 
 provit<ions.«i?rtinst  diNcriiiii!nrtit)n  in*tiny-foTm.  \  „   ;  -       ^       -     V  - 

Sluirin^:  inicmph»ymcnt  is  not  a  viable  solution  to  the  problem  of  massive 'm- 
emiOoyuu'Ut  cvi»n  if,  undiT  conditions  of  nmssiv(»  nni»mploynli'nt.  a  uu)re  cQui- 
tabU'  distribniiou  of  I  hi-  Itunli'u  is  desiraltle.  Sustained  full  enii)loynu»nt.  in 
y^ntrast,  is  tlie  solution  to  the  entire  i)rol>leni  of  unenvployment  anuui^vauy.  It 
follows  that  women,  tetMiapers.  and'  minority  group*;,  the  most  extrenu*  victims 
of-'nuissivc  unemploymen't^  bnve  by.  faV  the  greater  relative  stake  in  the  1^' nil 
Employ nuMit  liuil  Balanced  (irowth  A<*t  of  1970.  ,  • 

TlIK  rKOI»OKKl>  I.KIUSLATION  WOULD  NOT  CHKATK  NOR  KNCOUKAGK' 
"WASTKFIX"  OK  ''VI)NPU6dUCTIVe"  JODS 

Vhis  Is  uiatlc  abundantly  clear  by  the  *fore1;oilig  description  of  the  types  of 
additionul  jobs  which  would  be  oreatoil  with.  Federal,  luuinAarassistance  or  in 
Federal  emidoyuu'Ut,  it  is  clear  that  such  jobs  itr^lie  pasMiave,  with  rare  excep- 
tions, not  ))ecn  less  useful  to  the  nation  aud  theii>oople  than  some  private  jobs 
develoi>tMl  willy  nilly,  without  regard  for  tlunr  purpose  ^ndf  their  value  to  the 
^     nation  and  the  people.  Moreover,  enipUtymjpnt  is  ifrore  useful  and  iwoductive 
'than  nnuMM-ited  nnenii)loynuMit,  accouii)aii.ie(l  by  large  public  paynienti;  to  the 
i\neniployed  and  not  accompanied  by  any  outimt  of  goods  and  services  <ui  their 
."part.  • 

Nor  is  there  merit  ^in  tlie  projxisition  ]luit  those  engagetl  in  the  new  and 
>^  needed  tyiH's  of  jobs  would  want  to  "ludd  on*'  to  these  jobs;  regardless  of  their 
*.  marginal  worth  to  the  ecitnomy  and  the  people,  and, would  be  reluctant 'to 
•  *  return.  tr>  various  tyi)es  of  co  uveal:  i  on  al  i>rivate  emplo^vment.  A'pd  for  reason  is 
already  stated.,  nu>:?t  pnldic  jolif«  would  Miot  be  of  an  "euu-rgency"  nature.  Also, 
tlie  w(>rth  of  jobs  to  the  nation  and  the  i)eople  is  determinetl  by  the  needs  they 
serve,  not  by  their  laltels.  Insofar  as  some  of  the  additi(mai  jobs  would  he 
•^emergency"  jobs,  prior  experience  during  the  I930'.s  doe«  not,  indioaife  any 
great  dillicnlty  in  the  shift  of  workers  from  "emergency"  types  of  publk?  jobs 
back  to  private  employment,  wlien  tlic  private  employmeftt  opportunity  really 
be<*aine  available:  Fnrtlier,'  any  revealed  deliciehcies  in  performance  under 
public  service  jolts  would  bfr  remediable  through  review  under  the  legislation. 

Tliere  is  little  merit  iu^tke  proposition  that  the  new  types  of  jobs  developed 
under  tli.(^|(>roi)o.'jC(|  legisla^rfvn  would  register  le.ss  productivity  growtli  tliau 
some  convoniounl'  f"yi>es  .ofejoi'^s.  Tlie  facts  bearing  upon  relative  proiluctivity 
growth  d.)  require  uuu-Il  Jiif  flieivfitudy.  Rut  tlu-  relative  rates  of  pToductivjtV 
growth,  conventionally  ni^a^i^f,  are  no  linal  test  of  the  utility  of  the  jobs  to 
'  tlrv  (H-'oaonvy  and  the  i>e<»iTle..^Vu  if  tliere  were  less  productivity  growth,  con- 
ventionally iiiv:isiire<l,  anionR.^t^achers,  those  working  in  the  health  field,  and^ 
those  plantilig'"  frees  and  developing!  parks,  than  among  tlios^e  man nfiic ting 
superficial  gadgets  and  Ituilding  more  gambling  casinrJs  or  luxury  hotels  on  the 
l>ea('lies,  it  dites  not  follow  that  tlie  fonmer  types  of  employinent  are  not  of  far 
greater  value»to  the^J^itioii  tluur  tlie  hitter. 

WAGK  PROB^^:^^s  itNDF.R  full  employment 

An  additional  argument  is  made^  in  some  qiiart.ers  that  a  vigorous  movement 
toward  full  employuieut.  ^or  the  condition  of  full  employment,  would  lead  inex- 
■  orably  to  real  wage  rate  gains  ^far  in  excess  of  productivity  gaiiis,  ^and  fhere- 
fore  be  inflationar.V*.  The  empirical  evidence  during  tw'o  decades' or  longer 
uegates^this  proposition.  Generally '  six>aking,  each  of  the  periods  of  vigorous 
economic  tipturn,  anil  each  short  i)eriod  wiien  we  hare  come  close,  to  full  em- 
ployment, liav^e  been*  cliar:lcterized  by  real  rate  gains  iu  tke^^iavatef  economy 
lagging  far  behind  productivity  gains  in  the  private  e^onom^  The  current 
period  Of  economic  recovery  affords  another  "strong  documentation  of  tliis 
enipirical  fact.  From  fourth  quarter  1074  to  fourth  quarter  1975,  productivity 
in  the  total  nonfarm  economy  rose  3.0  percent,  while  real  wages  and  salaries 
rose  only  1,2  percent,  including  not  oivly  iiicreaijed  rates  of  pay  -but  als(r-  in- 
creased employment.  ^'■^  ;  . 
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Nor  'is  it  correct  to  suggest  that  t^ie  wage  standards  in  Hic proposed  legisla- 
tion are  s.>  generous  tliat  they  W(,uld  fa>-or  public  emplo^meut  at  the  expense 
K)f  priuite  einplo.viuent.  These  wage  standards  are  '^neutrar'  l)etween  the  private 
and  pvl.h^  sectors  because  tkey  simply  reaffirm  existing  fair  wage*  standards 
._Sec.trt.iH01^  oFthe  -J>ill-^tates  that  people  eu^ 

e(,uaU  wages  for  ecurnl  worli.-^  It  then  prescril»es' a  range  of  wage  standards 
^  m  f  ;"i»»mum  wage  to  prevallinj;  wages  for  similar  eniplovnient  in  the 
tV^H^f'if    7  This  means 'that  the^yages  paid  will  depend  upon  the 

L^^>  '^  ^"  other  words.  s.mHH)ne  doing  a  job  that  merits,  m.t 

^^V^^&i  mnumuni  wage  will  be  paitl'  that  wage,  while  h  wonUer  doing  a 
W!pr  nJgfier  value  will  Ik?  paid  a  commensurate  wage,  We  believe  that  the  hill 
contaUi^  n  fle;sible  and  fair  set  of  wage  standards,  -  " 

FULL  Employ mknt  f^OKs  not  encouragk  inflation  :  it  tknds  to  rkduck  it 

..  The  .sponsors  of  the  legishition  jlo  not  accept  the  argument  that  the  progress 
of  the  oi'onoiny  ref]u  red  to  mluce  unemployment  to  3  percent  by  tlie  end  of 
calendar  19S0  would  Ik^  too^^ostly  in  terms  of  inllationarv  pre,s,^ures  Those  who 
.  insist  that  mcrea.^ed  production  and  employment  augment  innafrii)n  have  in  the 
main,  got.  thnigs  turned  upside  down;  The  principal  way  to*  reduce  inflation  is 
nU^Thn"*  PHH  uction.  productivity.  4incl  tlie  supply  of  goo^s  and  services  to 
leet  the  iia  loii  s  needs.  Tins  has  not  happened  during  recent  vears.  Nor  has 
there  been,  during  rei-ent  years  inu\  now.  any  conventional  "trade-off'  between 
unemployinent  and  iixflation,  <The  only  "trade-ofT."  insofar  as  there  hu^  Ihhju 
any.  has  been  mainly  in  the  opposite  direction  :  more  uneiliplovment  ami  luore 
jnl^ation  and  vice  ver.sii.  The  following  eight  iK)lnts  (leal  with  the  inflation  is.sue 

;  i  /      empirica   evidence  strongly  supiK)rts  the  conclusion  that  a  faster- 
rate^of^eal  economic,  growth,  conductive  to  a  rapid  reSuction  of  unemploy^ 
ment,  is  conducive  to  loss  inflation  than  the  cimtrarv  course 
_^I)urUig  11M7--Ii)53.- an  average  uneuiploynient  rate  of  4,6  percent  and  reduc- 
rZ  ?f  '7o  "\the  last  year  was  accompanie<l  by  an  average  inflation 

rate  of  .10  percent  and -.reduction 'to  O  S  ix^rcent  in  the  last  vear.  Controls  were 
responsd>le  for  only  a  pact  of  this.  And  a  veVy  low  rate  of  inflation  persiste<l 
for^a  number  of.  years  after  controls  wore  abandoned,  refuting  anv  claim  that 
n  time  lag  results  in  -dela.ved"  high  inflation  after  the  termination  of  verv 
low  unemployment.  ,  .    •  - 

During  195.^1900,  unemployment  was  re<luced  from  G.8  percent  to  3  8  per- 
cent, and  the  average  annual  inflation  rate  was  onlV  1,.^>  T)ercent  and  onlv  '><) 
r.^.rl^''LP^?'''S-''-'''*7^'^  intjation  ill  1967-1969  wa^  accompanied  by 

a  sharp  reduction  in  real  economic  growth,  and  by  veo'  little  reduction  in  uii^ 
S  nonTr  t         ^'^c  During  190(^1975.  the  average  annual  u!iZ 

plo.Mnent  rate  was  ;>.(.  percent,  and  rose  to  8,5  percent  in  the  la,st.  vear.  while 

vpnr'' Vrnnf  10-4'^  ^'^'''^^^^^  aml..ro,s.e  to  9,1  percent  hi  tli^  last 

>ear.  t  rom  19i3  to  19*4.  unemployment  rose  frmn  4,9  percent  to  5  6 -percent 
(and  to  i.2  percent  in  December  1974).  and  the  ra'te  6f  inflation  rose  to  110 


percent. 


TJie  current  recovery  inovement  is  entirely  d()nsistent  with  the  foregoing  Un- 

'Z^^^^^'c  '^'^r^'^  ?  ^^'^  a-9  percent  . to' 7,5  percent  in 

March,  19*0,  with  a  rebouuil  in  economic  growth  to  a  real  annual  rate  of  7  5 
percent  during  the  hrst  three  nionths  of  TD76,  while  the  annual  rate  of  price' 
inflation  dei'hned, to  3.7  percent.  The  d.^oline  from  double  digit  inflation  was* 
.j»nly  partly  due  to  thK>  disapi)earaiice,:of  such  factors  as  the  oil  crisis  and  the 
crop  failures;  it  wrf^  significantly  due  to  the  improved  ecaaomic  performance 
.Even  If  the  abo;;*  (fata  itre  subje<"t  to  some  differing  interpretations,  thev 
certainly  do  not  justify  any  repression  of  employment  growth  and  deliberate 
cuTtuation  of  high  ijueniployment  on  the  theory  that  this  restrains  inflation 
.    T^ie  foregoing-correlatirjiisare  .sometimes  challengeil/on  the  ground  thjct  there 
IS  a  substantial  ^time  lag"  between  the  end  of  a-period  of  very  low  uheiflplov^ 
ment  and  high  J^al  economic  growth  and  the»  advent  of  rapid  or  accelerating  . 
prLpe  inflation  ^/cr  the  advent,  of  rising  or 'high  unemployment  and  Ihw  or 
^i^ative  real  economic  growtli.  This  challenge  is  based  upon  the  assertion  that 
tc^.  rising  inflation  occurs  because  of  prior  '^overheating'*  of  the  economy  in 
tetms  of  emplo^-ment  and  producifon  durinpa  period  when  prices  behaved  very* 
jtvell.  But  very  little  empirical  evidence  suRports  tliis  thesis.  At  least  the  evi'- 
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tlonco  is  s()  aiubivaloiit  tliat  it  is  'devoid  of  any  persuasiveness  as  a  giiide  to 
enri)16ynioijt  policy. 

Kor  example.,  as  already  stat'tHl.  the  >|>ori()d  1947-1953  was  **overheate^l'^  in 
'.  ^. !) A^'.y •'ry  ] ^- y^'t^X^^  ♦  ^ >I 9.F^^ ^^^'^^  *  r eal  o^'ou o i !iie  g r o w t h .  1< u n eiilplo y - 
.  n'ien t'.  ai i( I  1  o \v '  u 1 1 1  a t  i o li^  a  ntl  \ 'a  1  ui i na t ed  i n  1 1)53  w i 1 1 1  an  u ii euTploy meat  rate  of 
only  2.0  percent  and  an  intlatioa  rate  of  only  0.8  perpeat.  Of?  Uie  theory  of , the 
•'tiaie  la^'."  one  woakl  have  exp(K!tetl  hiiih  intlatioa  in  the  folIowiH^  period  V.)53- 
1000.  wh'en  the  eeouoniy  \vas  anytUiaj;  hut  •"overheated."  But  the  inflation  rate 
averaged  anuaally  only  1.2  percent  duriap:  this  period.  And,  tn  further  repadia- 
tlon  of  the  ''trade-off  theory,  the  iiltUition  rate  was  2V{i  times  as  hi^h  in  the 
last  year  of  this  period  as  iu  the  lirst  year,  altliongu  aneniployment  ro.se  from 
2.0  per('eut  in  the  first  year  to  0.7  percent  ia  the  last.  '  /' 

(1)  The  theory ,of  the  '*time  lag"  is  usually  associated  with  the  assertion  that 
real  wage  rates  advaiice  ftijSter  than  prodactivity. gains  daring  the  **tiglit  labor 
markets"  associated  with  tne  "overheating"  in  the  foVrn  of  low  unemployment 

''•and  high  real  ecoaoniie  growth,  and  that  price  inflation,  after  this  period  is 
over.  acct>lerates  to  "catch  ap"  Avith  the  ear.lier  wage  rate  advanee.s.  l^at  .the 
empirical  evidence  is  almost  all  to  the  coiftrai^*.  Dtitiug  periods  of  lower  unem- 
ployme.nt  and  higher  re;il  economic  growth,  real  wage  rate  gains  have  not  heeji 
*'iaflatii)nary"  :  tht\v  have  lagge<l  far  heliia(,T  productivity  gain»s.  For  example, 
from  fourth  (piartt^r  1074  to  foarth  (piarter  1075,  prmluctjvity  •  in  the  private^ 
noafarju  ecoaoaiy  increased  3.0  per.coat.  while  real  wages  and  .salari^  increased 

..only  1.2  percent.  Allowing  for  additional  eiaployauMit.  the  gap  wa.^  even  greater. 

(2)  Perhaps  the  most  import awt  single  factor,  operating  co^niter  to  tlie  con- 
•ventioual  "trade-off"  the.ory  that  high  production  aiid  fall  employment  increa.se 
inflation,  involves  the  l.>ehavior  »of  prodactivity.  More  rapid  iacreases  la  pro- 
dactivity  reduce  inflatiouary  j|)re.ssures.  aad  a  deoliaing  rate  of  productivity* 
growth  increa.se  iuflationnry  pres.sares.^ror  example,  the  average  annual  pI^^)- 
ductivity  gains  in  the  private  nonfarrn  tK*ouomy  were  only  0.1  percent- during 
1072-1075.  .when  *the^  average  annual  rate  *of  . increase  iu  ;'eal  G.N.P.  oWas  only 
0,2  per<'eat  and  when  the  averag?  ralfe  of  uaeuiployinent  was  Very  high.  From 
first  (luarter  1075  to  rin>t  ouarter  1070.  in  Contrast^  the  thihual  rate  of  saeh 
productivity  gains  was  Tk'J  perceat.  while  the  naiiual  rate  of  real  ecoaoniic 
growth  was  0.0  percent  aad  ivueniploynuMit  was  reditced  suhstantuvUy.  The  same, 
eoaclusioa  i.s  sajiportt^  by  review  (ff  all  experience  since  1947 .''T    .   .  ' 

^   (3)  Dae  to  the  canuilative  impact  of  this  eaipirical  evideace,  the^-e  is  incret\s-* 

-  ing  recoguiti()n,,even  fn  President-* FoTd'.s  10T5  Economic  I^eport.  and  in  receiit 
statements  hy  Alan  Oreea.span  aad  Arthur  Rariis.  that  the  *'trade-off"  between 
uneuiployuient  aittl' inflation  no  longer  has  validity.  The  Ecoiiomic  Report  states 
on  page.  4  that*  **infla'H(ai  and  uneuiploymeut  are  not  ofiposites  *but  related 
syniptonis'of,au  nahealtliy  (Vonomy."  Artlmr  Burns  said,  in  a  University  of- 
(kM)rgi';i  hlwtK'h  ill  September.  lt)75 :  "Whatever  may  have  l)een  trae  in  the 
past»  there  is  no  longer  any  uieauingful  tradtsoff  hetweea  unemployment  and 
iiiflatioii/ ■  ,  '        '       .  ' 

(4)  Although  increased  productioa  and  improve<l  productivity  are  the  Uest^ 

weapons  against  iullatioa.  it  is.reeogni/cMl  that,  as  Hre  economy  approaches  full* 
utilization' of  its  human  arid  capital  ri  sdiirces.  bottlenecks  and  prici*  xire.s.sn'res 
may  develop.  avoid  tliis.  the  Full  Kuiployiueat  nnd  Balatic^l  (growth  Act 
utilizes  a  wide  range  of  both  euiploynieiit  aad  anti-iuDation  policies  which  will 
improve  our  ability  .to  achieve  fUireuiployment  aad  reasonabUv  prioe  sf ability. 
TJiese  iiichuh^ 'the  u?;i^  of  nian;^*.. micro-economic  job  measures  tliat  would,  exert 
less  inthitionary  pressures 'per  iincreasi"  iii  efnplr)yiiient  Mian  the  exclusive*  use 
of  gea^al  monetary  aiid  .tiscai  measures  to  attain  the  .same  increases  in  em- 
ployni^t.  1t>.g..  youth  ernphiyuieut  policies,  regiofial  and  structural  emphjymeut*' 
policibs,.  reservoir  proje^cts.  aiul.  improved  coonlitiatimi  ^of  efforts  at  all  levels. 
The  long-range  ]>layiiing  efforts  under  the  bill,  iacffudipg  theMdeutificatioii  of 
priority  needs.  wouUl  also  t/nd  to  improve  the  allociitibn  of  resources  aad  in- 

, crease  the  supply  of  gooil*rtfnd  services  to  crl^cal  ar^eas^experienciag  restricted 
.supplies.  .  ..^    .  'a 

IU  addition,  tlu^  bill  provicies  these  direct  and  aiUi-iufliif^oi^  measures  :  c0alpre^ 
Iiensive  information  system  to  nionifor  and  ajTmlyze  -iJ^daUoiiary  trends:  more 
refined  use  of  . monetary  aad  fiscal  policies;  progranis'^rtVitl  f)olicies  to  iacrease 
supply  of  goods,  services,  labor,  and  capital  ia  strncturally  tight  nuiijAets.  with^ 
particular  emphasis  upon  .increasing  the  supply  of  food  and  jfcferg.v'i  provisions 


9o 


92 


.iUwt^^u^  :  mo,n..uM.,I..,t Ions  to  strenKtluMi  an.!  enforc-  II,.-  antitrust  laws  ami 
'  ' tl""  ITivat,.  s.vtor.  Tlu-  hill  also  oUls  for  o  1  or 

Hy.""iu.mlntiuns  for  mlnmnstrntiv,.  .n.l  h.^'islativ,-  actions  to  ,.ro.n,.tP  rp  "m. 

Z  ""'"•-■"r.-  ,Io,-s  not  .  nil  for  .■ouipn-heusive  price-waw  ."on- 

LrowtJ   .rrr:*  T'-""-^''        ?  "'^TeasiaK  real  .n'mom 

,f*n.;^'V''''' '''''"""•-'trnt.Hl.  tlu-  fuUillnioat  of  the  ol.jwtives 
of  Il.H.  .,0  and  .s  ;,0  woMhl  Kra.Inally  r.'.ln.v  the  Ftnleral  Ihul^'Pt  .lelli-it  ami 
nchu-v,.  a  snn,l„s  m  .l.loronrse.  In  rontrast.  l.uw^.n.I  ocn.tinm.us  hmlwt  .hVe  t ' 

hrV.m!v'",  'I  M"''."''f  ■  T  '""f  I'oUdos'oontinne  vainly  to  attempt 

to  s,„iiv/,    1  o  l.loo.l  of  a.le.imite  fe<h-ral  ivvenm-  from  the  turni,,  „f  a  rp,>rosse.l 

\  h  r^o'f;,    ''r  wei.'hf  amon,'  those  wlu,  insis  tl  a 

a  hUKe  hiiil;;.-!  delicit  is  a  prime  eanse  of  inflation 

■rrlii'   'i^"^'""-'  t"  tl'o  restraint  of  inllation.  the  real 

rra  h-off    issue  is  not  lK>tween  unemployment  ami  inf]ati..ii.  The  real  i-^.ue 

.r'  lo'r.'o'f"'        n""  '■•^'■J'-         '""<^'-  'x'-'f'-'t"  --eVu It' 

«  t  on.  U  M„phr.>y-IIawkiiis  .n,m.-ns..ly  outwei«h  any  Iii^hlv  ,  ...tain  esti- 

nu,  e.I  van:,  i.m  ,n  th.^  mllati.m  rate  whi.  h  mi^'lit  resul  from  the  hifilier  rate  f 
..Ml^^eo-i^ij^V-in^^^^  of  „„,,4,„^';:^t.    t  is 

t"''  '•-"■•tain  iK-nelits  of  a  full- .h-oii.mu,- 
.. i  l  .r  than  K'.'t  Iuiiik'  up  on  what  are.  at  best,  extremely  .lubious  an.l  un- 
. St n,hl.>  hypoth..st>s  as  to  the  r.-hitienship  hetw«M.  the  .state '..f  the  r.-al 
eeoaon.y  and  the  aim.nut  ..f  pri.-e  inllation.  Koroca.st.s  of  variable  rates  of 
inllation  „>  future,  ba.s.^l  uix.u  variabl..  rates  .,f  real  economic  growth  and  un- 
enipl,..vment.  are  too  hazar.lons  an.l  um-ertain  t.,  u.se  them  in  .support  ..f  ac.-e,."t- 
,  ..it-Yna.ssiv..  unemployui.Mit  and  iiiimeii.se  r.-al  C.X.R  f.irfeiture.s.  This  is  sup. 
|...rU-d  l.y  the-fae  that  the  inllati.ai  f,.r.M.a.sts  in  recent  vears  by  ."..m,>etent 
,v.M„.ui,.s,s  a.s  t..  the  rate  .,f  iiinati..ii  have  U^n  extremely  wi.le  ..f  the  mark 
\\l.o  am.iuK'  them  ai.li.-ipat.Hl  that  doubl.-.liK'it  inlh.ti.m  would  accompa.,v  the 
S'relilmv'"'  '"''^^  ^'-^'^  downturn  since  the  Great 

(7)  Oa  i>orliap.s  a  liiRli^r  plane  of  discn.s.sioii.  it  is  immoral  to  tolerate  de^ 
ib.-rat.>ly.  an.l  ev.-ii  t..  nHlui:p.  the  evils  of  massive  unemplovmeut  on  the  nues- 
*-'■•."""-  .t"at  this  eiiable.s  the  einpl.,ye<l  and  affluent  "to  lK.uefit  by  some- 
vMiat  le.ss  inllation  than  if  the  iinempl..ye<l  lia.l  u.seful  jobs.  We  .should  move 
•t..war.l  full  emph.ynuMit  at  all  .l.-lilK^rate  .speed,  and  .simultaneously  direct  ap^ 
pn.pnate  aiiti-.iillati.mary  measurfs  t..  any  .serious  manifestations'of  inflati.  a 
II  tiu»s(»  III  rjiot  appear. 

'tin^^fW^f''''^;■f^^"''\""^^^''^^  ^^"r  ^•''^'^         ^^"^^>'  snpportcKl  tbe  proposi- 
linn  that  tUv  lull  Kinploymont  and  Halanre<l  (Jrowth  Art  of  1970  need  not 
inonMsc  inilationrtry  prosMiros.  and  m\m  suhstaiitiallv  rf>duce  thoni 
.      AlK'O  Kivlin.  TMroctnr  of  C.B.O,,  in  a  lettt^r  to  Congressman  Augustus  F 

Hnron'vnr!!^^  ^7  'T'  ^"  ^  of  nuestions  submitted  by 

linn  on  April  1.  10^0  with  roftTence  to  II.H,  r,0  and  its  provisions,  said  thi^  • 

, ;  ;  "M^'^^  ''l'^'}'^  •••I-r'^  '^^'''^'^^  nioasiires  to  re<hico  structural  inihalances  in 
fliejahor  market,  to  improve  labor  mobility,  to  n^duce  frequent  oociirren.es  of 
miemploynient  amon,-  the  unskilled,  and  to  improve  employabilitv  bv  tnuninR 
and  the  elimination  of  di.^Timination  could  lower  the  uneinplovment  rate  at 
^^'hu'h  the  labor  market  be<onies  tiRlit,  If  such  measures  were  adopted  and  were 
Umn  V*!^^^^^^^^^  nneniph.yineut  rat^  could  potentially  be  even  lower 

■  Ms.  Rivlni's  letter  also  said  : 
'^Supplementary  measures  t.»  reduce  potential  inflationarv  pressures  both 
jlurinK  the  recovery  i>erio<l  and  in  the  fnll-employment  economy  envisioned  in 
UM,  .»0  r-ould  hold  down  price  lncreas(^s.  Their  effeet  iniKht  work  both  throut^h 
reducinK  inilationary  exi>ectaiions  as  well  as  by  mitigatiuR  s.)me  of  the  uuder- 
MnK  e<H)nomic  forces  that  contrii>ute  to  price  inereases.  Materials  costs  mi^ht 
be  rednce<l  by  some  of  the  measures  su^^-ested  ;  and  a  weakeninR  of  the  market 
power  of  monopolies  mijcht  result  in  somewhat  lower  prices  if  profit  marcins 
.are  reduced  thereby  .  .  .Inereasin^  productivity  in  the^.rhate  ,^?o^^ 
advantaseous.  particularly  if  unskilled  workers  are  to  he  drawn  into  private 
sector  jobs  at- relatively  hiKh  waKes,  t^n^ait 
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'  While  the  effeots  of  siieh  measures  \voul(J  seem  to  wdrlv  In  the  diro^tlrfn  of 
rediielnj-  liitlation,  it  Is  dimeult  to  annlyzo  .hovv.;;reiit  thatH^ffeot  woiiUl  be  wllli- 
(uit  more  detail  as  to  the  slKvitie  policies  envisioned.  J^nrthpr,  while  It  Ifi  likely 
that  sueh  measuces  would  result  in  less  Intlatioii  iA*3  percent  unemployment 
than  iC  no  aiitv-intlation  pro^'ram  ,w<>re  a*ir>ptCHl,  \%\h  not  i)os>^ible  to  coudude 
that  the  inflation  nite  luider  the.se  eireumstaxiee<s  wolild'ho  more  or  less.thuu  if 
a  sh.\\er-ree<)very  strate^'y  trnd/or  hl^'hM<iUg-^iir  iwiempldvment  rate;.tari:et 
were  adopt e.tl."  '  ■    <  • 

This  statement  at  least  niaUes  iTo  Haim"  that  aXldUioiiaT  inflationary  prossures 
would  re.snlt  fn»in  a  lastivr  ratlu?r  (hair  "^i  shnw^*  riMhlc^ion  <.f  unemplovment. 
Ilt.wever,  we  re^rard  as  more  si^'uilU'aift  and^  eunNu«ive  tlie  Jlrst  statement  by 
•Ms.  Kivliu,  set  forth  above. .  ^      J.  \     "     *  ; 

TIIK  ijKNEFlTS  AND  CoixS  OF  THE  FJULIfcEMPLOYWENT  A.ND  ilAUXNQED.  * 
^    ■  I        OR(^VTU  Wr  of  >U7  0 

Any  attempr  to  appraise  th(Jtederal  B«d{:et  dollar  eost^.of  impiomentiii^'  the 
leirishUi<»n  will  luvonnv  hoprl^sly  eoufused'  'unless  these  costs -are  measured 
.a.t;ninst:  (1)   the  eut)rni«nis  (K.'ou-»mie  beuellts.  j:ained  froiiv  ipcreasetl  prodiic- 
tK.u.  e'mph>yuuMit.  and  wealth:  (6!)  tiie  itiereasod  Federal  Budget  revenues^  due 
to  }iLi;her  einph>ynu'nt  and  pnxluetioa  ;  ami  {[V)  the  Federal  lUid.^ot  SiVViuKS  in 

Trom  <»ther  saviu.LCs  ,wliielr  would  .result  under  the  lejrislation.  For -if  one  Duly 
wanted  to  miuimize  the  Uiil;!ut  Uidhir  rosts  of  tiiis  or  any  other  legislation,  the- 
h>;iieal  o>U(dusion  would  appear  to  be  to  do  nnthins.  This  wr)uld  be  iueorreet, 
beran*  it  rh)es  uot  re,tM)j.'ni/.e  that  l?ud.i;et  expenditures  are  necessary  to  meet 
.vital  national  ne^ds  ami' that,  when  wjt4ely  iisetl,- they  •  j:euerate  econtmiic  and 
l*.uit.:;et  benetits.  For^example.  ^he  crea'tion  of  a-- job  for  one  person  may  cost 
tv»i<'e  or  more  as  maeh-in  liiMjiet  dollar.-^  as  unemployment  compensation  or 
welfare— hut  irememher^  that  the  persttn  Jlron  has  a^  proiluetlve  role  creating 
valuable  goods  and  services  for  tlu^  s(R'iety.  Buildinc:  a  house  or  faetory  will' 
eosr  more  ill  dollars  tlian  doinjr  uothiu.i; — but  remember  that  we  tlien  have  the 
..national  -{isset  of  a  house  or.  factory.  la  other  words,  doing  sometbitiff  usually 
costs  more  fti  .d«dlars  than  doinj?*  nothij^.  but  if  we  are  wise  ahtmt  how  w*e 
spf'ud  money— l?udj;et  dollars  and  other'^'allar.^— the  beueats  from  the  invest- 
ment wHfll  be  far  .tjfoater  than  the  et)sts.         '  •  - 

For  the  roftsons'  };iven  above,  the  Ilnmplirey-IIawkins  bill  should  be  evaluated 
in  the  eoutext  of  its  broad  beuetit-eost  ra^rto.  AVe  believe  tliat  this  evaluation 
demonstrates  au  excellent  ecomanie  ami  nuancial  barfjaiu  on  all  scores. 

First  as  to  tjbie  economic  benefits  whieh  the  lepishUiou  would  bring,  in  terma 
of  i)rr>dnotion.  employment,  and  national  wealth.  It  is- not  fea^^lble.  at  this  staire, 
to  estimate  t>U'se  beu^lits  priM'isely.  because  the  size  and  composition  of  these 
be.nelits  will  depend  largely  upoi^  the'fature  behavior  par.tenis  of  the  economy"' 
at  larse;  and  upon  year-hy-year  decisions  and  actions  by  the  President  and  the 
Coni;ress,  who  alone  can  propose  or  enact  legislation  or  ap\)ropriate  fuud*^.  The 
proposed  Act  does  uot  and  cannot  take  the  place  of  these  year-by-yeor  devel^jp- 
meuts  and  d^'isions.  Like  recent  lejrislatiou  reforming  the  Congressional,  budget, 
process.  tlie'*Act  can  ouly  prr)vide  a  llexible  framework  to'  promote*  policy  and 
program  improvements  as  the  process  of  Executive  and' Congressionaf  res'pousi- 
bilities  unfolds  over  the  years.        '  ^  - 

l>ut  saying  this  is  not  enough.  Recogni/ed  methods  are  available  for  estimat- 
ing, rougrdy  the  differences  between,  (a)  the  course  of  the  economy  uttler  a  firm 
determination  to  use  all  available  means  to  reach  3  percent  unemployment  iTy 
the  end  of  lOSO,  this  being  the  Congressional  mauilate  under  the  proposed  Act, 
and  (h)  (he  course 'hf  the  e<'ouomy  .if  if  proceed^.throagh  1080  In  accord  ^vith" 
noruud  unfolding  of- the  cjirrent  Adruinistration's  policies  and  programs..  These 
estimated  differences  are  offered  (tnly  to  provule  a  "i)road  perspective,  not  to 
forecast,  exactly  what  the^'Presideut  and  the  Congress  will  do.  They  will  do  as 
tficy  'sec  fit.  Although  variatirjus  iwtween  these  broad  est imates*  aiub  aetnal 
deveh>pmcnts  during.  197i>-;l!JS(»  under  alternatives  (a)  and  (l))- above  might 
bostjh.^rantiab  tluw  would  probably  not  be  large  enou.gh  to  a  fleet  the  utility'^  of 
thesJ'  broad  estinuites  in  evahiatiag  the  potential  benefits  under  the  proposed 
legislation.  .  • 

It- is  estimated  roughly  that  the  Ilumplirey-IIawkins  bill,  properly  adhered 
to  after  emictuuMit.-  wouhl  result  iu  ab(mt  725  billiou  dollars  more  in  G,X.P.  of  ) 

72-r,31— 70  7  .  '  '  \ 
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'  pro^hiotion  of  j;o<>ds  and  sorvicos  (luring  the.  .four  enlendiu'  yours  f077-10S(\  or 
ail- aniiunl  averaj;e  of  npproxiinatoly  ISl  .Mllitai  more  in  G.N. P.  beaeflts,  thah' 
would  result  tuider  noiiual  unt>ldins  of  the/*urrout  Adiuini^;trati6n's  Ocouomic' 
policies  aud  prns:rauis.  These  estiuiatod  G.N.I',  beuefits  are  hase<l  upon  eom- 
pariu;:  (a)  the  real  averaj;e  aifiuml  fjrowtli  rate  of  about  7  pereent  during  ll)7()- 
1!>S0  (desiRued  to*  rcnhuH^  uueuTiilovifcieut  to  W  percent  within  four  years)  wl^h  a 
pattern  of  ^'rowth  rates  tUat  are  Jri^h  in  .the  hc-^t  years  and  tnper'ofC  as  the 
(H'ouoniy  approaches  full  eniploynient,  with  'lb)  a 'projected  real  averacre  anuualf 
growth  rate  of  4  percent  under  tlie  "i)reseut  Atbuinistratiou  policies.  We  repird 
the  a:<suuiption  of  a  -1  ixrcent  growth  rare  under  H'lr  re  lit  Administrjilion  poli- 
■cies  as  ;;enerous,.  in  vievsij^^  ^li^  ^-^  percent  avera^o,  annual  real  growth  rate 
which  actually  occnrre<l  durlni;  the.period  HHiiM^OTT).^  V, 

It  is  fnrtlier  estimated  that  the  difference  between  G.N.r*  courses  (a)  and 
th)  would  odate  to  a  ditferent'e. 'durlni;  the  fonr  year  period,  of  somewhere  in 
the  jun.i;IdM^h(md  (d*  iL'.f)  million  man-  and  woman-years  of  jobs, 

Then^  are  .^additional  factors  thftt  codhi  either  raise  (>r  lower  these  G.N.r. 
henetit  lisfimates  betw<»en  now  and  19S().  Su'me  argue,  for  example,  that  tlie  high 
.iy=^th  rates  proj<M'tcd  cannot  be  achieved  nor  maintained.  This,  hegutivc 
"analyt^is  is  r»\jet'ted  for  thV  reason  cninueriited  on. Vages  3-7.  AVe  believe  that, 
<;^^tfe>>I>rf.ad  range  of  new  policies  ajid  programs  in  the  iegi^;U^iou  will  enal)Ic  us 
-^^l^^--*-^^^^  of  real  econoniie  4;r,owtJi  than  would  otherwise 

HWicl^fl^  Tlirse  new  te<'lmi(iues  liiay  also  make  it  pot^sib\e  to 'rpdnce  uhemploymeiit 
N^tiittyx'lyv^nure  per  iiicrt'aife  in  production  than  has  ixHin  the.case  traditionally. '  • 

hi  ud^t^hM^  there  are.  other  factors  associated  fwith  a  uu)vement  toward  full 
cmploVnteui;  which  not  only  niake  it  \eas-ier  to  acljievi^  the  reqiiired  economic 
growth  yate  but  also,  and  far  uiore  importantly!  confer  other; benelits  besides 
lugher  real  ,\e<;on^ie  growHh!  These/ iuclude  the 'xeUuctiou  of  crime  and  other 
s(M'i:il  .jiberratinns ;  improvcnJ  n^ental  antl  physical  'health  in  eousequeuee  of 
'ftiployment  ratJHir  thaiv,  imemploviiient  for  mii^ona  of  hreadwiuuers  aud.  their^ 
amilies;  increastxnfanuly  conteiitii/K^nt  juid  stability;  betterni<?ut  of  the  living; 
nv^rohraent  due'j>/bettep  liousing/co'nditious;  cleansing  the  environment  in  the 
m<>re  liiuiteil  use  of  the  teriu,  aud'eularged  stK-ial  servi!L.'es  generally  ;  reduction 
,ik  tlie  sTigma  au<l  anxiety  ot  poverty;  and' the  vastly  iibptoved  social  and  civil 
climate  when  everyone  able,  willing,  aud  seeking  a' job  is  providetl  ^an  oppor- 
tmiify  for  a  [)r(Hluctive  and  respt'Cttnl  role  in  society.  Although  it  is  dilhciilt 
tu\plaee  a  dollar  value  on  such  benefits,  without  nu)r.e  extensive  research  than 
wi|  call  undertake,  these  are  almost  incalculable  ga'ius  that;  will  result  from  the 
pr|i)i>s^l  legislation  when  enac tiki.  -  , 

The  beueht*  of ^ about  725  billion  tlscal  11*77  dollars  more  of  G.N.P.  during  the 
f(>dlr  caleudar  years  li)77-ll)>iO  inclusive,  alK)ut  181  billion  mor^  on  an  annual 
avAage.  aud  about  252  billion  more  in  1980  alon^,  comparing  the  estimated 
co.u|e<pience  of  nnlncing  imemploynient  to  3  iK^rceut  by  the  end  of  lOSO  with  tRe 
estilnatedi  eou.sequences  of  reasouable*adapt^tious  of  "current  national  policies 
andl programs,  would  also  bring  these  benetits  to  the  Federal  Budget*  itself : 
I 'si  it  for  rough  purpoV^es  a*  20  i)>jprceBt  ratio  of  Federal  Budget  receipts  to^ 
G.N.r.  (assuminj;  existing  tax  rates),  there  would  be  about  145  billion  fiscal' 
1977|donars  more  iWidget  receipts  during  the  four  fiscal  years.  1077-lOiSO  in- 
clMsi|e,  ai)oat  30  billion  more  on  an  annual  average,  and  about  50  billion  more 
in-llKY)  alone. 

tbjiTliiig  taken  account  of  the  multiple-beuehts  under  the  legislation  as  set 
forth  ni)oye,  \\*e  turn,  to  cokf^ideration  of  the  i^ncreased  Federal  Budget  outlays- 
whirh|w(mld  result  from  the  legislation.  The  only  such  outlay  which"  requires 
insortiin  in  the  fis<'al  li)77  Budget  at  tliis  stage  is  the  estimate  of  administrative 
costs  (fluring  the  first  year  of  operations  under  the  Act.  These  administrative 
costs  \vouhl  need  to  cover  the  nmny  initial  planning  and  development  steps 
rc(inirel|l  to  establish  the  new  proce.ss  and  to  determine  the  new  policies  and 
progratAs.  This  is  e.^timated  to  be  only  50  million  dollars,  in  view  of  the  intent 
to  carr|  forward  the  Act's  spei'ified  Federal  activities  under  the  aegis  of 
existingmgeneies  and  instrumentalities-  In  later  years,  it  is  estimated  that  these 
adniinistV-ative  costs  would  be  no  higher,  and  might  be  considerably  lower,  in 
tliat  maily  Of  the  planning  and  developmental  .steps  in  the  first  year  would  l)e 
of  Iastiii4  utility. 


1  All  l>€n|tit  projections  are  in  constant  fiscal  1077  dollars.' 


The  larger  iwnie  Is  mncU  wonUl  .he  u*oe.<le(i  in  the  Federal  Bu(is:et  U^ftt^* 
pleuient  the  policies  ami  pro^r^ims  euUmdied  in/r.tlie  KuU  ^^mpl()yi|l&ct;i'niHl 
ljaln}nce(f  Growth  Act  of  i070.  Ohvioiisly,  no  preoise-^estimates'are  fi.•a^ffl)T^^U^^v, 
any  more  than  ijiTder  t}i(^  Emplo^Titeiit  Act  of  VMil  For  the^jmw'  inVosal"  is 
primarily  ail  iVxerci^^e  in  iaiprovt^l  polioymakiuK.  Thus,  Kedoral  Biulgi^  policy 
under  tlio  new  ICKi-^hitlon  \V(»uhr  dexx'ad.  .as"  we  have  iiidicato^l.  ui)()u  iiafoldinj;. 
events  from  year  to  ^eaf.  iachidiuK  the  pcf f^^rmance  of  the  private  *;oi'tnr  umler 
the  many  indvcouients  which  the  le^'ishitioHfwould  offer,  and  dei)end  also  ui)on 
year-by-year  dwisions*.  recousidora^tons.  jtuKPu'djustmeuts  by  the^f*reiHdeiit  and 
'the  CouKress.  •        ■     '     ^  ' 

fhc  iiiiiiracticaJity  of  i)recise  or  jl^tniled  Ftnleral  Budget  e*xpendltnre  estf*- 
niatcs  at.  this  stage  is  fully' reeognlml  by  t  he  jl^oagressional  Budget  Wu-e.  In  n 
very  riH'fnt  imper  eutirled  "An  Fconumic  ^Viial}^is  (^f^tlie' Full  l*:mplovmeut  and 
Balanced  firowtl)  Act  i\t  iDTt;/"  the  O.B.O.  stateiitliis :  "Because  (he  stM*te  of  the 
(H*on<)ihy  yi  any.  future  yeiir  is  unknoww  and  he<'atisf»  a  variety  ot  policy  ()i)tious 
are  available- iifr  S.  no  [and  ll.U.  nO].  it  is  not^possthle  t<) -provide  a>  single  cost 
estimate  of  S.  50  [and  II. U,  oO]  fyr  any  parti^'uUir  year/:,  *    ,    *;      ■  '* 

Ho\yever.  fi)r  the  sanie^h^isons  as  stated  above  with /esport^s^' (».>;j\-.  and 
relnti^;  benelits.  it  is  desirable  to' estinja'te  in  br()a.d  persi^ec'ttvo^he  intreascxl 
Fe<leral  Budget  expenditures  that  tlic  legislation  \void(l  entail,  which  is  done  in 
,a  very  rwent  Congre.s.<ional  liudget  Otlice  .study  furiiishe<l  to  the  Joint  Ecomuuic 
Conuaittee  and  releastnl  by  its  Olifiirnian.  Senator  Iluiuphrey.  As^sumiug  modest 
tH'onomic  growth  betwJH'u  now  and  IDSO  (not  tfie  higher'  griywth  rate*  in  conse- 
queii(;e  of  the  current  legislative  proposal),  the^C.B.O.  estlmutes  tliat  it  may  be 
uecj^sary  to  create  public  cmi)loyuu'nt  for  approximatel.*  3  million  ijcrsous  if 
we  are  t^ichieve  an  unemployment  target  of  S".;!  jjercent.  the  target  relevant/' 
for  an  IS  year  old  delinition  of  "adult."  The  initiaU  net  annual  Budget  cost  of 
such  a  ijrogram  would  he  api>roximately  17.5  billion  dollars,  with  such  ('osts 
.dtH'linnig  to  alxmt  8  billion  dollars  annually  after' 24  months  heeause  of  <le- 
creas^Ml  welfare  and  imeniployment  t'oniix^nwition  and  higher  ta\-  revenues. 
Tin'^e  later  net  annua!  r.udget  co.Ms  .would  be  11-12  I'illion  dollars  if  tlie  iin-- 
einijhjynu^nt  laru'ei  is  :i.O  perciMit.  tJic  target  relevant  for  a  10  y-ea'r  (dil  delinititiu 
of  atlnlt.  (The  C.B.O.  estimates  of  gross  Budget  costs  are  higher,  ruiuiing  fr(uy 
about  27  billion  dollars  in  the  initial  year  and  reduced  'to  alM>ut  23  billioil  pa  a 
long  range  annual  basis.  But  only  the  net  Budget  eosts,  reflecting  proper  of^sat.s 
dne  to  riHlucetl  co?;ts  in  eonse<iuence  of  fulle?  employment,  are  really  relcfvant.) 

TIjTe  C.B.O-  estimates  ^dhe^'  factors  that  eon  Id  raise  the.se  net  Budgets  cost 
estiuuite.s.  The  C.B.O.  make.sxa  higher  cost  estimate  a.s  i^n  alternative,  which  is 

.  bflsed  on  rt  very  large  •'displaf'ement'*  of  workers  from  existing  to  newly ^ereatet^ 
jobs.  Although  this  could  occur  if  jo!)  rt*eation  is  not  properly  earrietl  forward. 
we  do  not  believe  it  will  occur  !>eean.se  tlie  propo.sed  legislation  is  designed"  toT 
add  to  net  employment,  and  !>ecause  the  proposed  l§gigla:tion  contains  various, 
spec-ihc  i)rovisions  to  assure  that  publicvempfovment  will  not  be  offered  to.those  i." 
who  cau'obtyin  i>rivate  jobs  despite  serious  efforts,  or  who, leave  or  refiLse  t(» 
accept  other  jobs  ujnder  appropriate  standards.  Far  a  niore  complete  explanritiou 
of  di.sDlacement  and  tiie  various  estimates  of  gross  and  net  Budget  costs  associ- 
ated with  this  legislation,  see  "An  Economic  Analysis  of  the  Full  Enii)!oynient 
and      lanced  (irowth  Act  of  1070."  Congressional  Budget  Office.  Mjiy  21*  11)7{». 

In  addit,ion.  the  C.B.O'  s  net  Bndget  cost  estimates  would- be  rednce<l  by, tak- 
ing into  account  other  savings  to  the  Federal  J^udget  under  the  legislation.*  Soihe 
examples  are  savings  from  reduction*^  in  crime,  reduced , interest  eosts  oy  the 
national  dej)t.  lower  re<'essi()nrr elated  grants  to  State  ^lud  local  governments, 
the  economy  in  government  provisions  in  the  legi.slation.  and  so  fortl\,  Althoiigli 
it  is  not  possible  to  compute  wifli  any  precis4on  these  Budget  savings,  they  ifre 
certain  t*)  be  several  billion  dollars  a  year,  antj  to  rise  year  by  year. 
^  In  summary,  the  C.B.O. 'a  estimate  of  net  Bridget  costs  of  8-12  billion  dolbirs 
anunally  on  a  long  range  ba.sis  i.s  a  liberal  estimate  of  the  Budget'^ogt.?  muler 
the  legislation,  given  the  uncertainties  we  face  with  respect  to  future  economic 

^'f)nditions  anil,,  the* Implementation  of  tj^ie  policies  mandated.  \ 

Although  such  Budget  costs  are  .significant  when  viewetl  alon^,  they  are  very 

"small  at  the  liighest^wlien  co«ipare<l  with  the  benefits  from  a  full  employTuerit 
policy,  as  e.stimated  a!)ove.  As  we  have,  already  indicated,  the  nation  chn  exi>eet 
tlie  annual  iH'ueflt  of^^dditional  economic  growth  of  roughly  180  billion  dollars 
a  year. ^compared  with  projection  of  current  policies  and  programs.  This  will 
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moan  aililifeonal  F(MU>ral  :tax  i^evonues,  as  t'stimated  above,  sevural^  times  the 
C.U.O.  ostiiimtcs  of.  fhe  uot  TAulizet  costs  under  the  new  law.  Th)s.  will  also 
uuMu  a  rapid  retluctiQn  in,  TtMle'ral  deJicits  and  tykrospeyt  of  a  liud^'et  surplus 
l),v  lUsi).  or  hot  louy  fUVrenfter.  sAs  our  uonuiion  8euse  ^tells  us,  and  the'4igures 
slu)\v,  t'TilI  emid(o  nient  "is  a  j^rent  bargain  on  all  scores.  *  /  ' 

Mr.  Daniels,  1  ivcogulze  the.  geiitlcniun  ivowi  Rhode /isLiiul,  Mr, 

Mr,  Bka^.i).  Mr.  Chainnaii,  in  the.  j^liort  imrioil  of  tiiiit(  that  I  liavo 
*bcjMi  ill  the  Qoiiii^it^ss,  I  ha\*o  watfheil  :i  tVw  bills- fr^iiii  tlio  IFou^e 
-to  t\m  Suuatc  to  the  Presidout  ai'ul  back  to  t^ic  ^y.steni/ again,  finally 
lo.st  on  the  PresuUMU's  veto.  .  ■  y  ' 

.  Tho  ,iuliniih.lBtrati:oirs  point  of  view  in  helping  private  iiuhistry, 
kf*e[)iiig  evcrvbotly  on  lop  happy,-  not  trick  hug  down  to  lielp  the 
little  guy,  it  Is  iu)t  helping..  AVe  sti,ll  Ivavc  I  t"  perceiir  unoniployiiient 
in  Ivliotle  Ishiinl.  '         .  ,  '  /  - 

1  lioi)e^  this  will  be  tlie  biyginning  of  legi.^lntion'tliat  will  see  fayor- 
able  light  i^i  the  Congress  ami  that  tlR"  Presideilt  qf  the  IJjiited 
States  oiiee  and  for  all  \vill  iinUce  an  ho  net!  att.e/npt  to  piit>}>eople 
back  jo  wot'kw  •  ■*        ■  , '  /  ^ 

In  my  State,  \yc  liavo  been  crippled  with  mditary  pnlloiits.  for  thq 
last  10  years.  Wo  ai'e<TTippl(^d  witii  the  ^k?xtile 'industry  dwindling. 
down.Jlie  je\KMry  iiid^ustry  dwuidliiVg  dbwil  . 

Everybody  and  his  uncle  are  iiiakiiig  piloducts  overseas,  crippling 
our  own  iiuiustries  in  Anie^-ica.  as  well  a^oiif  own  State.  I  tliiiik  it-" 
is  time  that  we  haVe  1  i^^u^ la h ( >'i L_pa^>^^^^jr^i i e a d  of  talking,  about  it.' 
Let  us  get  t/!uv  legislat  ion  on  rhe  books. 

■  ^fr.  ])a>^'ii:i,s.  Thank  yon. 

dolning.\us  siiiee  these  hearings^  started  this  inoriiiiV*5:  is  anotjier 
senior  iiii^niber  of  tlic  full  Coniinittee' on  iMlueation  ,ancl- Lajjor,  the  ■ 
gt'iit  leiujiii  f  roin.^Iicliigaii,  CongressniaJi  Williairi  Ford.  *  ' 

A\"oulil  you  care  to  nia.ke  a  stateiiient? . 

Air.  lyoiin,  Tlnnik  you,  ^Ir.  Cl}ali*iuan.  \  j 

cai/ic  b^'  this  ni6rniii£r  because  we  have  a  dlstingnislied  'citizen 
we  are  pipnd  of  in  M^cliigaii  testifying.  I  left  my  other  coinihittee 
nuM^tiiig  f()v«*)ine  over,  here  to  liear  lii=j  tt^stiniony.  dim  O'^Tara,  as  he 
usiril^y » J6e^]dias  sard  \vilpt''r  w^ould*  Inive  said  if  I  TOre  eithQr  as 
artienlale  ()r^*>ejiior  usjiie,*i^I  had  spwkenTirst,       '    ^  -  * 

One  of  the  t*casoi;is,t  aiii  pi^shiiig  hard  for  him  to  go  to  tlie  Senate, 
!\rr.  t'liairinan*:  HO  t  >vi'll' be,  i^felcto -speak  fii^t  for  Mich i^iin  on  this 
coiinnittbe,  theii  he  wiH  do  it  on 'tliQ  cither  side. 

I  want  to  coni]dim(^nt-thc^p.hmnnan  for  getting  this  bill  to  hearings 
and  al?^o  espechilly  to  my -dear -friend,  Gus  ITawklns,  for  tlie  fact 
that  he  has  taken  a;  pleo^  o^ legislation  that' I  cosj^oiisored  with.liuu 
wlien  I  couh].  not  get  cosfx>n.sor.s  a  couple  of  years  ago,  and  now  pnt 
it  in  a  fonn  notwithstandnig  the  pe^J^ple  XVlm  are  nervous  and  wor- 
ried because  it  seems  to  be  bold'.an^  imaginative,  has  a  chance  and  a 
practical  diance.  It  is  no  longer'pie-in-tlie-sky>^^  siib}ect*  to  the  accu- 
sati/)n  that  it  is  "pie  in  the  slcy,"  \  ,    _         ^  '        '  -  .  ' 

Tjio  very  fact  that  «he  has^  120  of  our  colleagues  to  cosponso.r  this 
legislati'on "already  indiqates 'maybe  we  are  talking  about  a  piece  or 
legislation  lias  been  aroimd  long  enough  for  its  time- to  come; 


.  .  I  hop(\  Mr.  CliairiiKUu  that  yrfu  will  bo  ablo'to  expedite  these  la oar- 
inirs  niul  luovo  witlUliis  .legislation  as  .soon  as  possible.     ♦  '  '  V: 

Tluink  you.  ■   '  '  *     .  ■     '     '     •  .! 

Mr.  Daxikls.  I  might  say.  in  r|'si)onso. to  Vour  last  statemoxit,  that 
tllo  ^nl>conuiuttee  has  :<eIuHlnl(HlJit;  least  six  liidiT  hearings  aiid  it  wilV 
keep  nie^^ully  oocnpicch-at  lea.\t  for  the  next  MVek  or  10  driys.  '  ' '  .  j 

I  might  also  say  that  oMior  hojirings  that  woro  SQliodnletl  on  im- 
portaiit.,legislation/not  iis.  iinpoi^ant  as  thi.s,  thofigh, -have  bceji>?an- 
celled  in  order  toacooHuuodate  <hiMegislatTon.        '.  a 

Our  fii-st  witness  is  41  liighhj  rospoetod,.'^'elhi-oor)gnized  union 
leaden  Mv.  Leoiiard'AVoodeook.^w.^^idont  of.the  United  ■Viitoniol3ih\ 
.A(M'os])aee  and  Agnoullnrnl  I ni^)louioiit  AVorktM-s  of  America.        ^'  ;  ' 

I  ext^'nd  to  yo;K  My,  AVoodooek;  a  most  oordiaT  welcome  and  look 
forward  with  great  antici])ation  to  yonr  conimeivts.  .  V 

>ri\  AV(H)IH^()(•K^  Tliaiik  you  v(»ry  much. 

Wit  h  yotir  pi'niiis;sion.  I  Vonhl  like  to  file  the  fult  statement  so  tliat 
T  do  not  have  to  I'oad  it/  ' 

Afr.  ll\xii:rs,  T*ask  unanimous  consent  ^hat  Mr.  AVoodoo<,^kV  state- 
ment^ .)c  ineorpoj-atcil  in  tlic  record  in  full  at  this  point.        '  \   ;  . 
•   jibe  statcMuent  IV  ferred  to  follows:]  .     .*     ,  V  -  * 

rRKP.AItF.I)   STATKMKXT   OF   LKO^^VRD  "WoODCOCK.   ^RKSTnK^'T.   U.\rri:U  AT'TOMOBTTE 

Ar:iu)si'A>;K  axd  Agricultural  Impleme.xt  Workkiis  of  Amep.ica  (UAW) 

My  n.iuie  U  T.oonanl  Wr^odfoclc.  T  am  president  of  the  United  Xut.oniobtro. 
.Aerospace  jiihI  Afrrieulturnl  Implement  Workers  o.f  Amerien.  (UAW).  The  TAW 
IS  n  Inlmr  Tinion  \vith  fn-er.1.4  miU+mi-  member^;.  orp:aiiiml  into  l,OoO  Iwal  uuVoiis 
tlivDUcrliniit  tlie  Ignited  States  niulCjinadn.  "  , 

T  apprerinte  tliis  r)i)p(>rtmTnty  to  iirso  your  Coniniit;teo.  and  .the  entire  Con- 
presA  to  speedily  enact  the,  Full  .Employment  and  BjilQnce<l  Growth  Act  of 
l.>it».  ns-  proposed  in'tlio  eiirrt^nt  •(March'  10. 1070)  version  of  HR  r»0. 

My  viewy  in  favor  of.  and  loiifc-stnnding  support  for.  full  emplovment  and 
d^niocrntic  nntioiinl  e<*miomic  plnnninj:  le.irishition  are  well^no^^^l  and  Iwve 
been  presented  to  the  C(m;rress  on  several  oceasions.  Therefore,  today  I  shall 
conline  niy  comments  to  tliree  matters:'  ,  » 

Ueeent  UAW  ConvenMon  action  on  tlie  proposed  Act; 
'    The  -non-eeopomic"  consequences  of  ou>  faihire-to  achieve  fuU  emplovment: 
and  *  '   ^ . 

The  need  for  spoeily  cnmrressional  passaj]re  of  the  Hll  before  vonr  Comniitt-ee.  * 

On  March  IS,  the  UA"W  held  a  Special  Collective  Barpaininjr  Convention  since* 
we  will  be  involved  in  major  negotiations  later  this  year.  That  Convention  was 
attended  by  about  2,C00  delegates  from  every  section  of-tjie  conntrv.  Reeo;niiz- 
int:  that  the  achievement  of  full  employmen'^t  is  of  the  ■  utmost  importance 'to 
UAW  members— in  their  capnjnty  As  workers  and  as  citi  zees— the  Con  vent  i<)n 
considere<l,  as*  one  of  Us  first  items  of  business,  ami  unaniniou^lv  adopfed.  the 
fnllowinp  rej^olution,  Tmtitled :  "Full  Emplo.vment  and  Xational  "  Economic 
Planning":  ,  . 

The  opportnniJ-y  to  find  a  .i>b  at  decent  fay  must  be-  made  a  fnndam(^ntal 
eoononiie  riqbt.  A  worker  without  a  job  i.s  robbed  of  bis  humaQ  di?rnitv  and 
the  chance  to  enjoy  s-elf-fulfillment.  - 

Persistent  unemployment  is, a  .pcrva-vive  problem  fn  tho'' nation  which  im- 
pinps  on  all  other  social  ills,  Be^n^  without  a  job  and  without  the  hope  of  fiiid- 
in;:  a  job  ero<les  confidence  in  our  way  of  life,  peni^rate.s  insecurity  and  is  an 
economic  dead-weijrht  a  mount  ins  to  billions  of  dollars  in  lost  poods  and  services. 

A  full  employment  economy  is  in  the  best  interests  of  employers,  since  {hose 
who  earn  are  the  cust(<n)ers  who  piireliase  the  poods  and  services  offered  by  the 
employers.  It  is  in  the  best  interests  of  the  workers  because  tlijeir  job  security 
and  the  enlianrement  of  their  standard  of  living  depend  on* having  a  job  and 
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tho  oconoiiiic  security  that,  goes  with  it.  It  is  lii  tlie  interests  of  tlie  nation  "as  a 
wiioio  N.H\nii<e.  full  i^ph^^-iiient  is  I's.soiitinl- for  cCDiioiiiio  stabilit-y  ^iiid- 5>oeial 
trniHiuility.  Full  einpKrynuMi^t  is  the  ki^y  to  a  general  profr^iH^rity,, with  full  pro- 
(Uirtionra  stable  tH.M)noniy  and  a  ijjovornineat  with  .a  sociar  con  science."  ;  "  .  ' 

l'V»r  nearly  three  (hH'lide.s  the  Full  Kmployinent  'Act  of  1040  has  proriiisoil  hut 
never  mandated'  a  natiouiii  policy  (;>f'^  full  eiii»loyuient  The  niillious  of  the  * 
chronicallv  \HiPi"Ploy?^l  n^^id  the  millions  ^)f  McUcally  unemployed  ar^  testi- 
mony to  the  failure  of  oi^r  nation  to  move  l)e\^d  stated  pulk?j'  ^o  the  actnnl  ' 
inipleuicntation  of  a  full  e^uplo\nneut  progriini.    j  . 

Moreover,  the  past  three  (le<*ndes  have  also  /eon  the  use  of  a  sophisticated 
'•nunihVr>:  pauie"  \vherel»y  ''full  employ uieut>^s  defined  as  an  ever-increasing  , 
per('futap:e  of  uuemployment-.  rnvoluntary  unpuiplo.vment  is  morally  nuaccept- 
ahh'  i!i  a  demoerntic  soci(!^ty  which  takes  pride  in  its^political  Bil\  of'Riphts  hut 
fails  in  jruarautec  an  ecoifoznif'  lUll  of  Uii;)its  to  its  pcO\>le'  f 

"i"  lilll"  faiili  :in(}l  (^vcn  less  rtanpii^M  -n  ari-v.r'  iluij-  full  einpltty ui^Mit  can- 
U(»l  be  achieved  witlmnti  substantial  ratcj^  of  inilation.  We  maintain  that  full 
euiplnynieni  niul  inUatioh  Jp*e  not  insdparable  partners,  Inde^Hl.  genuilie  full.  » 
oeninIii\  nient  will  help  to  fi^ht  inflation  and  maUe  possihie  an  ever-increasing 
^inpj-ovenient  in  the  fpuili(y  ()f  lifj.  ' 
-  I'liV  years  now.  (inly  lip-serviee  jias  been  jjiven  .to  the  notion  rtf  a  full  em\)loy- 
.  iiwut  i»enM«uay.  Except,  nil  war  tiUnj.  the  nation  has  never  mustered  its  economic 
will      eradic  ate  uacniplDynient.  In  fact,,  howoviu*.  fulfillment  of  the  t^oa^  of  full 
^•niployiiieiit  criu  be  achieved,  ^ 

I'l'nposed  leuislntion!  kiiown  as  the  lla-wkins-rinniphrey  bill,  has  been  intro- 
d\ii  ed  in  tlie  House  iHR  ;r»OV  and  Senate  (SHO).  Its  title  is  the  *Tnll  Employ- 
ment aiid  .r.ahinc(Hl  (.JrowTh  Act  of  107*)."  ^'ho  most' rei'eut  (March  10,  1070) 
vci-Mnii  o(  that  hill  providi^s  the  basis  for.effe^'tiva  legislative  action.  .  ^ 

li  -]K'<'iJics  tliat  every  adidt  able;  willing  and  seeking  to  work  has  a  right  to 
nseTi;!  ein]^loyinenr  at  a  fiiir  rafe  of  ctaapensation.  The  feileral  government  is 
to  lake  ae^iion  so  that  tlieir  uncmploy nient  rate  will  not  be  more  than  3  percent, . 
and  lo  achieve  that  within  4  years.  In  addition,  the  federal  governnie4it  is  to 
uc'lcrtak"  special  programs  aimed  at  uTieniployment  among  yonng  people. 

']"he  bill  rc<'ogiiii^es  that  traditional  government  activity — through  fiscal  and 
inenetary  poliey— has  not  Ihhmi  sufiic'ient  ^to  achieve  and  maintain  full  employ- 
luent,  -^^liu]  oiMividcs  tliat  supplementary  employment  policies  are  to  be  utilize<l'. 
The  e  policies  would  include  public  sorvic;e  employment,  public  works,  grants 
to  slate  and  local  goverinuent.  and  other  activity  aimed  at  cyclieal  and  strnc- 
rural  nnemploy^nent.  »  ' 

■A  most  inip(u*tant  feature  of  the  bill  is  that  it  spfKiities  procedures  for.  demo- 
cratii*  iiatioiuil  <H'onoinic  planning  to  achieve  full  employment  as  well  as  other 
iiiU)"rtaut'  .>^ocial  goals  s^ieh  as :  ■(levelopmeiTt.  of  energj'.  transx>ortatlpri,  food, 
sniall  business,  and  enviroimiental  improvement  programs;  improved  health 
<*are.  education,  day. care,  and  housing:  etc. 

In  sln)rt.  \h\^_  TI-awkiuS'Hnmphre:}'  hill' would  clearly  establislr  a  national  full 
e?nph\vnieiit  poliey.  and  would  create  the-  mechanisms  neede<l  to  implement 
tlif'.t.  Kurthcr  inmr6vcineuts  could  be  made  in  the  bill,  that  is  true  of  every, 
piece  i>f  legislation:  nevert.heles.s  its  enactment  would  be  a  true  breakthrough 
ill  tlie  struggh^  for  economic  justice.  Many  individuals  and  groups — including 
TAW  and  .VKIi-CIO  leaders — have  participated  in  the  development  of  thjs  bill. 
'I'berefore.  it  is  expectwl  that  support  for  the  bill  will  be  widespread  and 
entlmsiastic.  '  ■  '  ■ 

Tlie  TAW  will  make  a  major  effort,  by  every  level  of  the  Union,  in  the  U-S., 
to  -  bring  al)Out  speedy  pas.sage  of  the  KuH  Employment  .and  Balanced  .Gr'owth 
Act  of  10T<:.  '  '     .  >  - 

The  r.\W  fully  supports  the  principles  and  provifdons  of  that  Act  as  set 
-forth  in  the  Ma wkins-IIumphrey  bill  (HR  50  and  S  oO).  We  will  support  feasi- 
ble proposals  which  would  furtlier  iijaprove  the  bill.  b4t  such  activity  must  not 
be  allowed  tot  substantially  delay' eongressif)nal  actioil-  Now  is  the  time  for  en- 
actment of  effective  full  employment  legislation; /nothing  could  he  a  better 
biccutcuiual  event.  ^/  »  ' 

W  natifUic^l  petition  drive  to  secure  widespread /individual  endorsement  of  the 
'Act  has  been  initiated  by  the  National.  Commi/tee  for'  Ftill  EmpIoymeiTt.  The' 
L".VW  endorses  that  petitiVm  drive  and  wili  pi/rtielpate  In  that  effort. 


09    ■  » 

I  am  s\iro  that  tlio  iiU'niiK'rs  of  this  Connnittoe  are  well  aware  of  the  \inem- 
ploymcMit  st;\ti<ti<^'s  ami  thv  various;"  orononiio  4'or«soqnoii(*es  of  failing  to 
ai'hicvo  full  i»u\plo,vim»nt.  Therofon*  instead  of  tnkinp  your  time  to  review 
thv>se  (lata,  want  to  LMnphasize  some  of  the  *'non-e<'ononni'**  consequences.  Be- 
.canse  tlK\v  eannot  he  snnunavizod  in'  a  few  numbers,  they  are  less  often  cited 
hut  are  no  less  sif^niflcant. 

t'Virtuall.v every  day,  T  re(*(Mve  letters  at  my  oUice  in  Detroit  from  workers 
who  have  been  ])\it  .-on  indelinite  lay(»tT  by  the  auto  eonipaiiies.  Their  )itories 
drive  home  the  lu)rriblc  r;i»ality      the  Nixon- Ford  recession.' 

I-'amilies  are  b(»in^  broken  up  hecaiise  of  the  incredible  psychological  strain— 
the  h;s>;  of  di;;nit'y  and  self-worth — tliat  occurs  when  a  worker  can  no  longer 
'brinu'  bon^  the  f»aychiH-k  that  feeds  ami  clothes  the  family, 

Wi''ve  seen  an  increase  in  drink ia.i;  and  dru.u:  abuse  problenA^  that's  very 
alarmini:.  'I'ako  the  rity  of  KUnt,  Mii-hit:an,  for  oxample,  where  auto  workers 
Voii;:ht  th^^  touu:h  sit-down  stri]v<^  aicainst  (General  Motors  that  led  to  t^fe  forum- 
tion  of  i»nr  T'nion.  Wiih.iu  the  last  year,  during  which  unemployment'' at  times 
hit  'JO  bcrcent  in  Flint,' it 'be'rame  the  city  with  the  hij^hest  rate  ()f  alcoholism 
in  the  muntry,  ()llicials  tliere  iiave  reported  alcoholic  treatment  proi^rams  are 
loO  ]n'[;rent  aJ)ove  the  norms,  witli  ,more  than  TT.tlOO  family  members  touched 
l»y'  .'ih'oboliMii.  'D^e  ilruji;  treatuK.'nt  center  there  reports  a  new  caseload  ■t^vice. 
wliat  was  projecteil  for  1075. 

<Mhei-  s(aii>ncs  are  ju^t  as*alarniin«.  rhiUl  abuse,  for  example,  has  risen 
seriously  dnrin^^  this  eciaioml^  crisis.  In  \{)7H.  when  O.G  milliou  ears  were  pro- 
(iAit;d  in  lids  country,  cities  liVe  Flint  Iiad  relatively  high  employment.  Tn  that 
year.  tl)i're  were  SI  contiruicd  cases  of  child  ab\ise.  -^s  .wc  hegan  to  idunimet 
into  the  riH'ession-depression.  there  were  112  castas  in  1074.  T.ast  year,  with  \m- 
em^loyuient  hitting?'  20  per^'cut;  iu  Flint,  'and  auto  i^roductiou  down  tb  ill  mil- 
lion there  were  L*.'^>0  child  abuse  cases — more  Than  twice  as  mahy  as  1078.  The 
cNpiMts  t*cll  us  theso  cases  often  are  not  the  residt  of  st^ions  mental  problems,. 
Loi  iu<^  share  w4rii  you  the  words  of  a  young  social  worker  in -Flint,  quoted  in 
a  rec-ont  issue  ofTiu'  l»roi:ressr\-e  (Feb.  IDTd)  nmffazine:  '  - 

"'I'ht'  >;ory  I'as^ls'c'juif^'  >o.conm)on  in  Flint,  it  wo\dd  be  a  cliche  if  it  wasn't 
s«)  terribly  sad.  Tlie  nun  has  biH'U  employed,  for  maybe  ten  years.  He'had  a 
diM'onf  iitcoine,  a  mod(*st  hou.se.  perhaps  even  a  camper  and  lots  of  puyuients. 
lie  had  debts,  s\ire,  but  he  al.so  had  hope.  Then  came  thjs  layoffs.  Still,  he  didn't 
worry.  He  bad  unemployment  compensation  and  miion  benefits  and  felt  he 
would  be  called  back  before  louff. 
'  "i^ut  he  didn't  ^et  calUnl  back  and  the  special  benefits  ran  out  lived  by 
the  skin  of  his  teeth  even  in'prood  times,  heoan.so  tliere  was  always  sometliinj 
to  i)ay  for.  And  now  it  gets  worse  and  his  optimism  fades.  He's  around  the 
house  almost  all  day  and  he  has  fixed  overythinpr  in  sight.  Something  goes  out 
of  the  family  beeause  he's  aroiind.  He  sees  tlie  kids  wlien  they  are  dirty  n.nd 
noisy  and  misbohaving.  ,\nd  they^don't  pay  hira  the  same  attentio^n  tliey  used 
to  when  they  greeted  hiai  at  the  door  when  he  Came  home  frAm  T\*ork. 

•'lie  had  always  had  the  <lisciplina^y  role  around  the  house.  He  was  the  boss, 
tlie  breadwinijer.  So  his  relationship  witli  lii's  wife  changes.  (He  bos.ses  her 
around  and  demands  she  hri^ig  him  a  beef  ]>eca\ise  he  has  to  prove  tliat  he's 
y-till  the  man  of  the  house.  ...  In  a  situation  like  that,  everybody  in  the  house 
gets  bent  o\it  of  shape"  ,  ^ 

'  This  yo\ing  caseworker  in  Flint,  Greg  Hdiker,  goes  on:  '  '  , 

don't  kimw  how  many  cases  I've  had  where  the  father  admits  that  w^hat 
his  child  did  would  normally  not  have  l)eon  cause  for  a  reprimand.  Or  it  would , 
he  overlooked.  But  in  the  ho\i.s'e  of  the  ui>employod,  there -is,  so>  much  tension 
it's  like  striking  a  match  in  a  room  full  of  gns  fumes.  The  child  misbehaves,^ 
the  father  loses  his  temper  and  smacks  much  harder 'than  he  intended.  There' 
-is  no  evidimco  of.sadisTn  or  serious  emotional  illw^ss  in  mo.st  of  the  ehlld-beatlng 
cases  we  have  been  seoing.  .  .  .  The  hospital  (^r  the  doctor  shows' me  a  child 
covered  with  .braises  and  j^hen  I  ask  the. parents  what  happened,  the  father 
breaks  down  and  telLs  mo,  he  did  it.  He  says  over  and  oyer  again  that  he's 
sorry,  that  he  simply  lost  control,  that  if  he  could  only  find  a  job  he  would 
make  it  \ip  tct  the  child.  ^  '  ' 

It  may  sound  crazy,  but\most  of  the  eliild. beaters  are  aonee^ned  and  loving 
fathers.  And  in  a  way  they^are  driven  to  ehildheating  hecause  they  are." 
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Wo  arc  sooinff  otIUT  evidonro  of  the  inorediblo  human  toll  behind  those  un- 
oinplnymm  siaMstios.  tuo.  Our  oxpoileiice  iif'>Fliiit  is  not  a  statistical  abbor- 

n/-M  statistics  from  the  Center  for  the  Preventive  and  TreatnuMit 

or  Cliild  Abuse  nu.l  Ne^lwt,  for  examrJc,  report  that  across  the  eountrv  child 
in^wTc;;^"'^^^^^^^^^  280  msos  i>er  million  popula'tiou  in 

to  .?M)  in  10i4.  Another  i|ational  f  tudy  reveals  that  nearly  t;o  percent  of 
Hbusive  fathers  were  out -Of  U'ork  at  Vhe  |imo  of  ^the  abirse  or  had  been  unl 
empb)yod  dnnn;;  the  iTu^nodiato  year  before^  abuse  occurred.' 

The  Division  of  Bicmujtry  at  the. National  Institute  of  Mental  Health  re- 
cenlly  circnlatod  a  private  report  to  a  select  j?ronp  of  psvchiutrists  and  pAv- 
eholo^^is  s  around  the  country  alertincr  them  to  exjicet  a  major  iiiercaso  in  the 
mental  hospital  and  .lail  populations  as  Mie- result  of  unemployment:  Other 
st-miics  by  resiK»oted  s<diolars  and  institutions  point  to  similar  patterns 

T)r  M.  Harvey^ BrWHier,  a  John  Hopkins  Univ(*rsity 'professor,  rccentlv  testi- 
tied  before  the  Joint  KooUfmiie  Conunittee  of  the  Con-ress.  He  detailed  4he 
kinds  of  s  resses  brought  on  by  mieniployuient— the  hormonal,  phrsiolo^xical 
and  j)sychoh)Rieal  elinni^es  that  do  dama;;e  to  the  body.  Ilis  studv  shnw.s  a  dear 
link  Ivetween  health  and  recession  over  the  hist  TO  years.  In  periods  of  d(uvn- 
tiirn  in  the  economy,  we  see  correlating:  increases  in  heart  attacks,  cirrhosis 
alcohol  abuse,  snu-ide;  infant  mortalitv  and  mental  illness 

v.w's;  ^ 'T'^'r  ^r'^'^^'i*"        '"'H  ^^'"^  ^^^^'^^^       t^^^  recession  for 

>e.us  in  the  future  beca^ise  there  is  a  delayed  reaction  inherent,  in  certain 
tM)es  of  health  problems.  .s;ieh  as  heart  disease  bj^.ed  on  stress  and  resultant 
hii;h  blood  pressure.  His  study  indicates  our  nation  can  expect  the  following; 
increases  in  recession-related  disorders:  .       .  tuuuuiut. 

A  ir>  ^)  12.5  percfUit  increase *in  heni  t  attack  deaths. 

A  'M)  to  Hr\  percent  in<Tcast^  in  ak'olKtlisin.  '  ^  . 

A  15  to  20  percent  increase  in  the  infant'(]cath  rate. ' 

300  percent  increase  in'mcutiil  disorders.  ' 
1^t"o      peroenit  increase  in  suicides.    .  '  ■      \  ■ 

Jn  y^ovU  unemployment  is  not  merely  beini  out  of  x^-ork.  It  is' a  disease 
which  society  must  attack  , -with- the  sam^- vigor  ai^d  public, eitort  that' wa'. 
dirccled  a.t;auist  malaria,  p.-dio.  and  other  i^Ks.  . 

We  cannot  f(dlou-  the  Presidenfs  prescription  of  stimulating  the  business 
sector  and  the  well-tO:do.  in  the  hopes  t!mt  will  eventuallv  help  others  The 
..lob  of  rescuing:  the  unemployed,  and  sinmlantonsly  absorbin^^  the  growth  of  th*^ 
workforce,  cannot  be  handled  by  the  priv.r^e  sector  alone.  In  addition  to  1  e 
Instorical  cailses  of  labor  force  growth-pSmarily  increased  population  si  S 
as  the  baby  \)om  fo  lowing  World  War  I.I  wlm.h  will  continue  to  Jiffect  he 
workforce  forWeral  yenrs-we  have  the  more  rocent  phenonemon  of  iit^rease 
participation  of  womem  Wule  that  has  already  had  .substantial  effect  remem- 
U.or  Jhat  even  now.  only  aboirt  Imlf  of  all  women  of  wc^rking  age  are  actuallv 
seeking  employment.  Thus,  thc.re  can  be  large  ahd  rapid  incronses  in  th£»  si.e  of 
the  workforce  ^if  the  femalij  participation  rate  ?rowi^  M^iftcanWf-.  We  mn^t 
utilize  pubhe  service  employment  and.  other  programs  directly  aiAied  at  provid- 
ing employment,  rather  than  hoping  for  sufficient  growth  Jn^^vate  employment' 

\\bile  sgme  may  view  this  as  n  problem.  I  see  it  as  art  opportunity.  Full 
utilr/.ation  of  our  labor  force,  plants  and  equipment,  ahd  resources  can  provide 
the  grmds  and  services  to  ^ttack  many  .social  problem^;.  It  is  a  plain  fact  that 
we  make  progre'^s  in  an  expanding  economy  and  that  minorities,  the  powerle<^,s^ 
and  the  poor  are  the  real  victims  of  a  contracting  economy.-  When  times  are 
'^^^\ety  IS  more  willing  to  share  its  abundance  and  redres*^  its 
wrongs  When  things  are  "bad."  individual  elements  of  society  are  concerned 
more  with  self-presf^rvation  than  with  social  improvement  <-oucernea 
f  I^?  r"7.'^''r  recognizes  this  need  to  ^ro  beyond  the  tradi- 

tional toolft  of  fiscal  and  monetary  policy.  It  proyides  for  democratic  national 
economic  planning;,  and  the  use  of  puldie  emp.loym'cnt  activities  national 

I  am  well  aware  that  the  Congress  will  receive  criticism  of  the^bill  from 
many  quarters.  Some  from  those  who  oppose  the  ooneet)t  and  would  like  to  see 
L  JrjnY^  f ""V"'^  wcal;ene<l.  \Critieism  will  also  come  ftom  those  wT^o 
?n  Zn'l^  ^^"^^Pt.;^^  ^ould  like  to  .see  it  strengthened.  In  my 

.  ^udgmenT:  the  time  has  come  foT^ongrc^sional  passnge  of  this  hill,  in  order  to 

ment    To  establish  and^ translate  into  practical  reality  the  right  of  all  adult 


Aiiioricans  al)le,  willing,  and  sockiiii?  to  work'  t(>j,  full  opjiortuiiity  for  useful 
paid  fnipl(>.viM(»iit  at  tair  rates  of  eompousatfiilii.  .  .       '  *         •  '  . 

5  Of  course.  subs(»(|uoi>t  loKislatiou  n'ill  ho  need|?d  to  rlro('iH»d  along  t^e  road"  to 
full  ouiployuKMit.  lu  addition,  hard  work  rn^st  be  done  by' the  Exeeuliv(?.branrli 
tn  couiply  witlrits  uiaudatos  uiulor  tUe'Act;  unfortiiimtoly,  'we  are  ,uot  likely  .to 
i^c^t  that  from  the  present  Aduunistrutioii.  s^uce  it  has  siWitled  that  its  owu  Roal.s 
windd  permit  iineuiploymeut  to  stay  over  5  percoii^t  diiriui;  the  next  presiden- 
tial term.' Ti^fut  is  simply  another  reason  wliy  the\\tuericaa  people  must  elect  a 
new  adininir^itration  wliirli  will  be  responsive  to  the  overwlielminc:  majority  of 
the  population,  u^io  Imve  indicated  eonsisteutly  \\\  public  opinion*  polls  that 
they  believe  the  ^'<n\rnnu^nt  should  guarantee  jobs.fiSr  all  who  want  to  work. 

The  fact  tliat  (bjxblll  (io(»s  not  detail  the  .total  attack  on  uueniph)yni.(»nt  is  no 
reason  to  delay  acti»)n  further.  .\Ve.  in  the  XT  AAV,  have  .similar  experiences  in 
eoUoetive  barKUininj; :  another  p.'^rt  of  the  resolution  adopted  by  our  recent  Con- 
vention pointed  i)nt  tbat.our  tecimiiine  has  been  •'aehHM'iujx  an  innovative  break- 
thn)u;:h  in  an  important  aroa  of  worker  coneern,  establishiuj;  a  lirm  base,  and 
then  in  snbs<Mpi(»nt  ne^'oriations,  buijdiu^'  on  tiiir^  sound  f(Miy(latiou."  The  lep:is- 
lalive  process  is  similar.  Thp  current  version  of  IIR  50,  is  the  product  of  hard 
wr.rk  by  many  dedicated  t<»  .the  awhievemeat  of  full  eniploymenf.  It  Is  the  iii- 
iPivative  brealctlirou^'l!  antl  foundatuMi  to  support  future  action. 

Additional  modilicat i<>u  of  the  l)ill  is  not  nivdeil  now.' Now  is  the  time  for 
'  (.'on.irrcss  to  indicate  its  api)roval  i)f  the  fmmdation;  we  can  thon  work  touetlier 
t«i  iaiild  on  that.  .  ■  .  ' 

STATEMENT   OF  LEON AED  WOODCOCK,  PEESIDENT,  INTEENA'.\ 
TIONAL  UNiaN.  UNITED  AUTOMOBILI?^  AEEOSPACE  AND  AGEI- 
CULTUEAL  IMPLEMENT  WOEKftlS  OF  AMEHICA,  ACCOMPANIED 
BY  DICK  WAEDEN,  LEGISLATIVE  DIEEQTOE/uAW 

Woodcock.  ]\iy  name  is  Leonard  Woodcoek.  T  am  accompanied 
by  Dick  "Warden,  the  UAW's  Le<ri?hUive  Director.  We  have  appro.xi- 
nuitely  1.4  million  active  members  orgajiized  into  1,050  local  unions 
throMirhont  the  United  States  and  Canatla.,  .  ' 

I  appreciate,  ?>Ir.  Chairman,  thi.s  opportunity  to  ur<^e  your  conuuit- 
lec  and  tlie  entire  Con^i^nvss  to  speedily  enact' tlio  FuirEmploynuuit 
and  Balanced  Growth  Act  of  11)70  as  proposctl  in  the  current  version 

oni:i^.  .-^0. 

I  \i'aiit  to  say  I  am  i\V<o  here  today  to  testify  in  support  of  our  sys- 
tem of  private  enterprise,  properly  managed.  Two  weeks  a^o,  Ve 
had  a  .eon  vent  ion  of  2.(i()0  delen-ates  wlio^^inanlinously  i)assed  tlie 
re.-phition  ui  support  of  IT.R.  r)0.  • 

I  would  also  like  to  address  myself  to  thc  noncconomic  'consequences 
of  unem])loynunit.  \  \ 

Mrtnally  every  day  I  receive  letters  in  my^ofTice  in  Detroit  from 
workers  who  have  have  ])een  put"  on  indefinite  layoff.  Their  stories 
drive  liome  the  horrible  reality  oi:  tlie  Xixon-Ford  nxcssion. 

Families  are  being  broken  ^^q)  Ux^ause  of  the  incredible  i)sycfhologi- 
cal  strain— the  loss  of  di.irnity  and  solf-wol^th — that  occurs  Avhen  a 
worker  can  no  lon<,rer  bring  home  tJie  paycheck  that  feeds  and  clothes 
the  family.      •     •  . 

.  We  have  seen  an  increase  iii  drinkino;  and  dru^r  abuse  problems 
that  are  very  alarmiuir;  Take  the  city  of  Flint,  :Miclii<:an.  for  ex- 
anipk\  wlienvauto  workei-s  fou<rht  the  tough  sitdown  strike  a<;aiu.st 
General  :\[olors  that  led  to  the  formation  of  our  union.  Within  the 
last  year,  during  which  nuemploymeut  at  times  hit  !>0  percent  in 
Flint,  it  became  the  city  with  the  highest,  rate  of  alcolio1i<Mi  ir.  the 
country.  \^ 
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Ofiicials  tluvro  luivi*  reported  alcoholic  treatmont  pro<rninis  are  150 
penii'out  above  tlie  iiorin.  with  more  than  77,000  family  aneinber.s 
toiu'hed  by  alcoholism.  The  ilrn<*  treatinent  center  there  reports^i 
]io\v  caseload  twice  what  was  pmjectod  for  1075.  ,  \ 

Other  statistics  are  jnst  as  alanuin<r.  Child  abuse,  for  example,  has 
risen  seriously  during?  this  e^x)uoiuic  crisis, 
•  A  young  social  M'orker  in  Flint  said : 

I  do  not  know  how  many  cases  I  have  had  where  the  father  admits  that. what 
his  ehiUi  did  wouhl  iiorniun.v  not  have  been  cause  for  a  reprimand.  Qr  it  would 
he  ov(»rl»-ioked.  But  in,  the  house  of  the  unemph)yed,  there  is<..so  niucli  tension 
it  i.s  Mke  striking  a  match  in  a  room  fuU  of  gas  fumes.  The  ehlUl  misbehaves, 
tbe  fathi?r  h)ses  his  temper  and  smacks  niucli  harder  than  lie  intended. 

There  is  no  evidence  of  sadism  or  serious,  emotional  illness  in  most  of  the 
child- Vacating  cases  we  have  lH»on  seeing.  The  hospital  or  the  doctor  shows  me  n 
child  covertHl  with  bruises  and  when  I  ask  the  parents  what  happened,  tlie 
father  breaks  dowir  and  tells  me  he  did  it.  He  says  over  and  over  again  that 
he's  sorry,  that  he  sim^ily  lost  control,  that  if  he  could  only  find  a  jbb  he  would, 
make  it  up  to  the  child. 

It  may  sound  era /.y.  hut  most  of  the  child  heaters  are  conccrneii  and  loving 
fathers.  And  in  a  way  they  are  driven  to  child-beating  because  they  are. ' 

.  I  regix>t  we  have  a  Chief  Execiitive  who  says  we  need  to  be  more 
concerned  with  (he  00  peivont  working;  than  \vorry  about  ^Jie  10  per- 
cent wiio  are^iot  workinjj:. 

Our  expei/enco  in  Flint  is  not  a  sta^stical  abberation.  National 
st^itistics  from  the  center  for  the  prevention  and  treatment  of  child 
-abuse  and  neglect,  for  example,  repoi't  that  across  the  country  child 
ai)u?(*  caseF>  increased  3fi  percent — fmm  280  ca^e^;  per  niillioii  popu- 
latioTi  in  1972  to  ;5S0  in  11)74.  Another  national  study  reveals  that 
nearly  60  i>ereent  of  abusive-  fa-thers  were  out  of  work  at  the  time  of 
the  abuse  or  had  been  unemployed  during  the  immediate  vear  before 
abuse  occiu-red. 

Dr.  M.  Harvey  Brenner,  a  John  Hopkins  University  professor,  re- 
cently testified  before  the  Joint  "  Economic  Committee  of  the  Con- 
gress. Di-.  Brenner  predicts  we  will  pay  for  the  effects  of  the  reces- 
sion for  yeai^s  in  tlie  future,  because  there  is  a  delayed  reaction/  in- 
herent in  certain  types  of  health  problems,  such' as  heai-t  disease  based 
on  stress  and  resultant  high  bloml  pressure. 

His  study  indicates  our  Nation  can  expect  the  fa1lowin£2:  increases 
in  recession-related  disorders:  a  15  to  25  percent  increase  in  heart 
attack  deaths;  a  30  to  35  percent  increase  in  alcoholism:  a  15  to  20 
percent  increa.se  in  the  infant  death  nitc:  a  15  fo  100  percent  increase 
in  mental  disorders:  a  15  to  25  percent  increase  in  suicides.  \ 

Tn  short,  unemplo\Tnent  is  not  merely  being  out  of  work.  Tt  is  a 
disease  which  societi^  must  att.ack  witli  the  same  vigor  and  public 
effort  that  was  directedC?igainst  malaria,  polio  and  other  ills.  The 
index  says  it  is  7.0  percent.  f 

Mr.  Dantels.  T  nndei-stand  it  was  announced  over  the  air  that  there 
was  a  further  deere^ise  from  7.6  to  7.5  percent.  v  . 

Mr.  Woodcock.  I  think  that  is  coincidental  to  the  next  point  I  wis 
going  to  make.  ^  '\ 

'  Tn  1058,  the  worst  recession  -we  had  had  since  the;  great  depression 
until  this  one,  tmemplovment  in  that  recession  peaked  at  7.5  percent. 
T  might  say.  it  took  over  5  years  to  get  below  5  percent,  although  the 
economy 'in  that  period  grew  bv  25  percent,  .         ^  ■ 
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IS  u  loason  for  that  '  " ''''       Obv-iousiv.  thoro 

wiiyn- to  woVk.^Thffact  nt  nn  l  '  ^^J^^^^^^^^^  more  are 
of  ^hc  Nation       •  "^^^  "'lPl■o^  e  t!,c  <,ualit.y  of  ]ifo  and  the  wc.alth 

on  owr  cMnp!p^•/ft.|M^„  '^^^^^^^^^^  l>;i<l  a  roniarlcahlo  «ie(-o 


Nation  onlorod  imo  Vietnam    "T"'-  ^''"-^  of  .tl,o,„and.s  tl.at  this 

if iiuo^sif  --^i 

oyr  hands  a  now  lost  ^i  ,  m    on  '  V  ''Z  ''''  -"'"■'^  ^"  l"' ^c-  on 

o  plant  closings,  ancrabandonn.onts/tca  l^'''^'''""' 
of  oni- economy,  a  hiis.oz-fairo  ^ih  ■  ion  whL  "      "''''^  '^'^''f"'' 

n>ovc.  away.  .dcpen<k.nt  npo    their  owi  wS^n''^  ™"  ^"^ 

oommnnit  OS.  move  av-iv  fm,.,  \v^,i  °"'\''^<^'-^"-  niove  awav  from' 
.  20  or  30  years.  I^mic;  aH.    o^    fS^lTJ       ^'^''^V  -i^''  ^-n.  fo? 
interestiiicrlv  enouHi  n^-i  ,  h"  n     '     .      '  ■•^      confrlomerates— and  ■  ' 

i4orta^f;ot;2!t^^^^^^  T.  G.,,, 

hav^t:;r:i:^r o^:  s;^r^r'i;'-';i:^  -'^^^f ¥    "^'-^  • 

ciosperato  men  and  women  '  '"^^^  ^f^*^.^  ^re  from 

l>ave  been  primarily  natffi  'ation    nd  fl'^ W  ^'"if'-'i'v  • 

enterpri.ses.  which  has  creaH  fc  i  "tn  -hi      ^"'^'"^  ^"^  inefficient 
conrxtry  today.  ^    dmtnibing  economic  sitnation  in  that:  ■ 

ha!"w  S'?ea"\'^sJi'y'?"--'''^T'^      Sweden:  Trne.  Sweden' ha.  " 

the  SwedislfSomris'pnVa^^^^it^f^^^^^^^         ^"-^  ^'  T''"" 
atives  as  private  enterprise  ai  r>  tiLv  XVn- "  1  '"""'"^'^  «^P"-  • 

centra  ^,.ater  percenta'^e  ^^i^.'^J  n^i^^  ^^-^  ' 

prScYtX:i;cSir'^^^  -"-'"^  ^har/'^ol^Sn.  Thev  do  not 

th^^s  morninc:  about  shortacres.  \  mi-t  of  ho  Q     v^"'■'  ^''''''^  ^'"^'k 
ant.c,pate  short.,es  that  arise  'as  T^r;^^^:^^^n:SZ  ' 
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products  becohip  in  sliort  supply,  and  they  subsidize  in  the  private 
sector  the  creation  of  the  imuuifactnrin<i:  capacity,  or  whatever,  for 
those  items  expected  (o  be  in  short  sjipply,  so  as  the  econo/ny  gix)ws, 
they  have  a  reserve  stock  to  meet  tlje  situation.  '  ^ 

They  luivo  accomplished  tliis  witli  a  substantially  smaller  inflation 
rate  tlian  we  have.  I  elnplmsize,  inefTicient  enterprises  are  not  bailed 
out,  but  the  workers  displaced  in  those  iueflicient  enterprises^  are  re- 
trained, i-elot^ated,  if  necessfiry,  a/ifl  reemployed. 

Fill)  employnient  can  be  an  nttajnablii  policy.  Tlie  full  utilization 
of  o]ir  labor  force,  plants  and  oqui])ment  and  resource.s,  can  piX)vido 
the  ^roods  and  services  to  attjick  many  soc-iaV  problems.  It  is  a  plain 
fact  that  we  make  pro^^ress  in  an  expa'ndiufr  economy  and  that  minor- 
ities, the  ix)werles.s  and  the  poor  are  the  real  victims  of  a  confractin^^ 
economy.  AVhen  times  are  .^^^ood,"  the  .s(x?iety  is  more  willin^^  to 
shaie  its  abimdance  aufl  redress  its  wron<r.s.  AVhen  tlvinf^s  are  "bad," 
in(livi(hial  elemeufs  of  .society  are  concerned  more  with  self-preserva- 
tion than  scx^inl  improvement. 

-  Mtiy  r  refer  to  -tlie  (]uestion  of  mider-ul  ilTzatroir~crf'Tmr"75^[rpaaty 

had  the  twin  elements  of  risin;^  unemployment  and  risin^r  inflation. 
In  the  past,  tlie  classical  remedy  for  inflation  was  to,  increa.se  un- 
enjployiuent  and  rising  inflation.  In  the  pa.st,  the  classical  remedy 
for  inflation  was  to  increase  )inemployment,  wbich  Mr.  Xixon  de- 
liberately did  after  he  became  President.  ,  ' 

Xow,  we  have  visiurr  inflation  and  risin;^  unemployment.  nU  is 
becnn.se:  for^the  most  part  in  our  system,  ])rices  are  not  .set  by  the 
laws  of  supply  and  dc'iUMud,  hut  are  administered  pi'ices  set  in  the 
corporate  l)oard  roorhs  ba.sed  upon  cost  of  operation  plus  an^  per- 
cent tar^ret  rate  of  profit, 

^  So,  as  the  capacity  ufilizaiion  of  the  enterprise  falls,  unit  costs 
J^ievjtably  rise.  Unit  overhead  co.sts  rise,  costs  that  cannot  l)e  re- 
dneed.  You  can  throw  the  production  workers  out  on  the  street,  })ut 
thei-e  are  overhead  cost.s  per  imrt  produced,  and  under  the  adminis- 
tration pricing  system,  there  is  an  increase  of  price  to  maintain 
f)roht  margins,  so  infljition  accompanies  uneni])loyment. 

As  eap.'U'ity  is  .more. fully  utilized,  productivity  rise?^.  Under  the 
admmi^(('red  pi-icinn:  system,  prices  would  tend'  to  fall,  and  this 
jtVoid<i  be  f'oiniter-inflationary. 

The  current 'version  of  TT.R.  .^0  ref•ogniz^^s  the  need  to  go  beyond 
the  traditional  tools  of  ^^(^al  anrl  monetary  policy.  It  provides  for 
'democrat nt  national  economic  i)Ianning,  and  tlie  "use  of  pitblic  em- 
I)lm-iiifnt,  activities.^, 

I  am  well  aware  tliat  the  Congress  will  receive  crifir^jsm  of  the  bill 
from  many  (juarters,  some  from  those  who  oj)|>(jse  the  concept  and 
would  iikejo  see  it  dt^feated  or  at,  least  weakened.  Criticism  will  also 
coMJo  fr'onr  thf>se  who  genuinely  fiivor  the,  (/>nf'ept,  but  would  like 
to  see  it  strengthened.  ' 

Tn  mv  judgmenf ,  the  timejias  eonu>  for  eongressional  passage  of 
this  bill,  ir)  order  to  firndy  derdar-e  fas  <^el  out  in  the  preamble  io  the 
))ill)  fhe  naiional  eonjmitment: 

^  To  o«:rn!niHh  and  trnn.slnto  into  prnetlrnl  ronllty  tlio  r\Kht  of  nn  ndiilt  Amorl- 
rnn.H  nhlo.  wllllnjc  nrnl  s^eklnj?  to  work  to  fiiH  o[)[M)rf nnitv  for  useful  imUl  em- 
ployment nt  fair  ratuH  of  eompf^nHution. 
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Of  course,  subsw^uent  Icgislatioa  will  be  needed  to  proccecl  iilon<' 
the  r6ad  to  full  employment.  In  addition,  hard  work  must  be  done 
by  the  Executive  brancJi  to  comply  with  its  mandates  uiider  tiie  act; 
unfortunately,  wo  i^i'^  not  likely  to  get  that  from  the  present  Ad- 
nunistraiion,  since  it  has  specilied  that  its  own  goi^ls  would  permit 
unemployment  to  stay  ove^  5  percent  durmg  the  next  presidential 
tenn.  ■  •  * 


That  is  assimimg  no  recurrence  of  inflation.  That  is  simply  an- 
other reason  why  tJie  American  people  must  eh^ct  a  new  Administra- 
tion which  will  bo  resix)nsive  to  the  ovenvhelming  majority  of  the 
-    population,  who  have  mdicated  consistejitly  in' public  opinion  polls 
'    that  they  believe  the  government  should  guarantee  jobs  fgr  all  who 
want  to  work. 

The  fact  that  this  bill  does  not  detail  the  toUil  nttack  on  unemploy- 
ment is  no  reason  tp  delay  action  fui-thor.  AVo,  in  the  \JAV^',  have 
similar  experiences  in  collective,  bargainin^:;  aimthcr  part  of  the 
 rdsphifcimr  ndopted  by  our  rucent  Convention  pointed  out  that  our 


important  area  of  worker  conCorn,  estil)li.sliinp  a  firm  l)ase,  and  then 
m  KubscciiK'nt  nogotiatjons,  buildin^r  on  tliis  sound  foundation  J' 

Ihe  lofrislative  proco,ss  is  similnr.  Tlie  curront:  version  of  B  R  50  is 
the^  product  of  hard  work  by  many  dedicatc^d  to  the  acliiovcmont  of 
lull  employment.  It  is,  the  innovative  breaktiirough  and  foundation 
■to  supi)ort  future  action. 

Additioiiiii  modification  of  the  bill  is  not  lu^cded  now.  Now  is  tlie 
time  for  Confrr(..s.s  to  indicate  it.s  approval  of  the  foundation  :  v  c  can 
then  work  together  to  build  on  lliat. 

Mr.  Daniels.  Thank  you,  Mr.  AYoodc.oc.k,  for  a  ve.y  fine  and  in- 
loi-matn'o  statement. 

The  Chajr  has  a  few  questions  to  ask  of  you.  T  am  goinff  to  impose 
the  ..-minute  nile,  that  I  have  been  apt  to  do  as  servinf?  as  clininnan 
of  this  sulK-ommittee  iffthe  past.  We'will  have  a  second  go-arffuiid 
for  our  colleagues. 

U.K.  no  provides  a  f,'oa].  of  attaininf;  3  pcreent  unemployment  to 
lH«  achieved  in  4  years  of  enactment.  Do  you  tliink  that  tliis  3  per- 
cent  froal  is  a  reasonable  tarfret  and  attainal)le  within  the  period » 

Mv.  AVooncocK.  T  ccHi,inly  think  it  is.attainnble.  T  hope  it  would 
not  be  a  pennanent  nfonl.  because  T  consider  the  f rid ional  level  of 
unemployment  to  be  somelhinj,'  less  than  that,  but  T  siim)ort  it  a<^ 
a  wnl  over  this  time  period. 

Mr.  DANiKi.fi.  As  president  of  the  United  Auto  Workers,  T  nm  snrr- 
you  are  aware  of  the  efTects  of  rcrionnl  nnd  cvdicl  un-'mplovmcnt. 
Do  you  think  (li^t  IT.-R.  f.O,  specifically  under  section  2fW,  which  i^ 
pape^  27  of  the  bill,  refrional  and  stnictnral  employment  policies. 
«(>uld  help  the  memhors  of  your  or-ranization,-  as'  well  as  other 
workers  in  a  similar  position? 
■  Afr.  AA'fifinrofK,  AVhat  papfe  is  tlmt  s'ir« 
Mr.  Daxikls.  Paire  27. 
'>rr  AVnoDf'orK  Yes.  it  moht  certniidy  would  if  thefe  were  cyclical 
downfurns.  and  liistoricnny.  our  industrv  hns  alwavs  had  \t1iese  al- 
fl-on.'h  there  was  a  period  in  "tlie  early  lOOO's  when  ihfit  largely 
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disjippoared  (luriiifr  the  iinn\  as  Congressinitn  O'llara  Siiid,  that  we 
had  rciisonable  priw,  stability.  *  / 

Assuming  the  cyclical  behavior  of  the  private  economy,  tjiis/ would 
be  of  great  help,  and  it  wojiild  not  be  niakework^  it  would  not/be  leaf 
raking  and  the  rest.  This  Nation  has  most  shamefully  neglected  it^ 
public  .sector  of  any  country  .of  whicli  I  have  any  knowledge/ 

Mr,  Daniels,  On  page  4  pf  the  bill,  under  general  findyngs,  the 
'statement  is  made  that  liigh  unemployxnent  often  increases /inflation 
by  dimiiiishing  Tabor,  training  and  skills.  / 

.What  has  beeii  your  experience  with  the  relationship  between  high 
nneniployment  and  inflation? 

Air.  WooDf'nciv.  It  g(x*s  on.  T  fully  agree  with  this  statenVent. 
It  says  diminishing  of  labor  training  anil  skills.  The.se/are  bound 
to  be  directly  affected  when  a  nuin  or  woman  is  long  witihont  work^ 
without  the  fliscipline  of  work,  plus  the  psychological  impact  tliat 
.my  statement  addresses  itself  to. 

 Tli(^  luulerutili/.ation  of  capital  rcsource.s  is  definitely  /inflalimiary, 

and  when  we  have  high  un_emplo^^nent  and  'recessior/ary  neno<ls. 


~'    'the  rate  of  productivity  alwiiys  drops  and  it  increases/  as  we  begin' 
to  recover. 

Jlifjh  unemployment,  without  question,  incronses  ui/it  la})or  costs 
bee:iuse  pi-oducti  vity  droi)s.  ^Fhis  is  nothing  at  all  unusual,  not  be- 
cause [>e()[>le  begin  to  work  less  hard,  but  becauso  the  oyerlwiji^d  burden 
rises  and  the  cost  {M'r  unit  produced,  as  you  have  uiul/«rutiIization  of 
"^jt?a pacify,  thero})y  increases. 
'S^;- ^.yr  Ml'.  Daxikls.  Mr.  W€Kxlf  oc:k,  on  page  12  of  the  bijfl,  thei-o  is  a  li.st 
'       of  priorities  to_  achieve  full  unemployment  and  balanced  grow  flu 
They  are  listed  as  follows:  development  of  energy  transportation^ 
small  business  improvement  policies,  nnd  programs /recjui red  for  full 
employment  and  bal  a  need  economic  growth  and  req^iircs  also  to  com- 
bat inflati'^u  meeting  meaningful  economic  levels 
Po  yon  feel  that  we  should  attend  to  these  prif 
list('d  here,  or  in  any  other  manner? 

Mr.  Wooncocic.  As  T  read  the  bill,  ns  T  undei) 
look  upon  this  as  priority  No.  1,  and  tlien,  that  hf\ 
we  move  to  Nos.  2,  Ji.  Tt  would  be  an  attack  ujjion  all  of  them,  as 
T  nndei-stand  it.'T  am  in  full  support  of  what  is|se.t  out  there. 

Mr.  Danii:lr.  Do  you  think  that  this  should  hofa  full  and  exclusivo 
list  of  priorities,  or  other  considerations  and  [ji'-iorlties  added  to  it 
as  time  go<^s  on? 

Mr.  WoonoocK.  Ttem  5  provides  'for  tliat:  |;uch  other  priorities, 
policies  and  programs  that  th(i  President  deems  appropriate. 

Mr.  Daniim.  Ait3  there  any  particular  pri(|rities  that  you  would 
like  to  sex^>  added  to  it? 

Mr.  Woodcock.  Those  that  T  am  the  mos-f  concerned  about  cur- 
rently lire  in  items  1  through  4, 

Mr.  Daniixr.  T  now  remgnize  my  distinji^ilshed  cx)lleague  from 
Connecticut,  Mr.  Sarasin. 

l')o  you  have  any  questions?  /    |  j 

Mr.  Sahasfn:  Tliank  you,  Mr,  Chaiirmnn,  and  thank  ydu,  Mn 
W(X)dco<^k  for  yoiu'  statement  before  us  tnis|Nnorning.  In  spite  of  my 


)f  demand. 

rities  in  the  order 

stand  it,  T  do  not 
r^ing  Iwen  achieved, 
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earlier  (comments,  I  thiiiJc  'we  sliare  tlie  same  goaLs,  and  that  is  to 
get  to  as  low  a  ra'te  of  uncinploy5^uef,if  as  possible.  I  wbuld  think 
under  ;>  pc^rceiit  is  (KJi-t4iinly  inost  "(Jlegirable ;  I  just  disagree  in  the 
^method  by  whicli  we  would  be  attenipting'to  do  it  through  this  par- 
ticular Icgislatioiu  ^      /  • 

Yon  nientionexl  in  your  statenient  the  idifliculty  of  aary  bushio^ 
when  face<:l  with  a  lug  in  sales  and  atte'nt|f  ing  to  cut  back.  In  other 
^vords,  it  Ls  often  o-asier  to  cut  out  the ]iM)tiployee  than  reduce  other 
elements  of  overhead,  .  .         .     /  . 

As  1  understood  your,commen<»^'yoii  ?iwd  that  prices  are  established 
in  the  board  room  by  determining  ci)Sfc  of  production  and  adding 
profit,  and  so  foiilu  I  do  not  know  p|.aij/y  other  way  of  doing  it. 

Were  you  suggesting  that  thero'''should  be  a  different  way  of 
handling  that?  .    ■      .     '  , 

Mr,  Woodcock.  No,  you  cai>not  sell  automobiles  as. -you  might  sell 
apples,  having  the  price  go  up  and  down  like  a  yo-yo,  hour  to  hour, 
/day  to  day,  but  it  is  a  fa€fe-oMiffr44mt:^kment^l-MQtors-<3m  pricing — 
policy  is  to  set  th^price'of  the  end  prpdUct  based  upon  the  produc- 
tion of  180  days  a  year,  .V.day  wcteks,  to  yield  a  return,  after 
taxes,  after  all  expenses,  of  20  percent -oh  the  net  investment,  which 
means  iii  5  yeai-s,  and  over  time 'they  haye  actually  met  that  goal,  they 
are  making  in  net  profits  an  amount  6qiial  to  the  assets  of  the  biisi-A 
nesp  when  the  r)-yeav  x?ycle  began. 

*Mr.  Sarasin,  Arc  you  saying  Geup]^ Motors  is  making  too  much  ^ 
by  way  of  pmfit  than  they  .should?       >^  a  /' ^ 

Mr.  Woodcock^  I  think  the  20  pei'ceSjb  net  profit  target  is  far  too  . 
high.  W  '  *  • 

Mr,  Sakasin.  We  live  in  a  real  ■world,  Mr.  Woodcx>ck.  Are  they 
making  too  much  by  way  of  profit,  when  we  look  at  the  need  fpr  ; 
reinvestment,  the  need  for  . return  to  the  investors,  the  need  to  k^epM' 
the  operation  going?  .  . 

Mr.  Woodcock.  G(»neral  Motors  can  have  the  target  as  high  as  itM 
has  becai]se  of  market  dominance  and   its  acknowledged  greni 
elficiency. 

Mr.  Sarasin.  That  great  efhciency  is,  in  large  measure,  due  to  the 
productive  effoiis  of  your  imion.  It  can  only  exist  as  an  entity  as 
long  as  it  is  a  healthy  ecx)nomic  entity,  and  employment  depends 
upon  rht  . 

Mr.  Woodcock,  I  am  not  opposed  to  inve.stment,  iNln  completely 
stipportive  of  this  system.  T  am  not  c6mpletely  supportive  of  a  sys- 
tem that  is  going  to  cow-tow  to  the  private  sector  and  say  to  millions 
of  oi^r  people,  you  stand  outside  the  e>c/>nomy,  we  will  not  worry 
alx)ut  you,  as  long  jus  we  have  00  percent  on  our  .side,  we  do  not  need 
to  worry  about  the  10  percent.  We  cannot  keep  a  democratic  system 
with  that. 

Mr,  Sahastn.  I  do  not  agree  with  your  characterization  of  what  is 
being  said  here. 

Let  nie  go  to  something  else  you  mentioned.  You  tnlked  about  the 
great  effort  made  in  Sweflen:  low  unemployment,  which  certainly  is 
very  good,  if  the  -figiire  of  1.7  percent  is  as  yriu  st^at-ed  witli  97  percent 
of  the  economy  being  engaged  in  private  enterprise, 
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It  is  my  understanding,  in  regard  to  Sweden,  that  the  govern- 
ment apj^lies  very  little  tSx  J>urde^  to  business  ^nd  indii^ry  and 
instead,  shifts  it^  to  the  uidividiial, To  that  tlie  individual  is  paying 
ahi]Os£  70  percei^t  of  his  income  in  tuxes  to  tlie  government  to  run 
this  great,  Utopian  .operation.  ^  '  ^ 

I  do  not  tliinkl  when  we  loojc  at  our  own  situalfon,  wliere  the  tax 
burden  is  probably  soniewliere  around  10,  11,  percent  per  eapit^,  tliat  * 
wo  would  like  to  get  to  that.  I  do  not  tliink  the  i>eople  of  this  country" 
would  like  that,  in  exchange  for  all  of  the  groat  things  that  are 
'supposed  to  be  in  this  pa^licular  piece  of  legislatioiw* 

Mr.  Woodcock.  I  hq,ve  never  heard  or  seen  such  figures,  whei-e  tlie 
Swedish  70  peix|ni^:^ate;^^        10  or  11  percent.  Tliel'c  is  a  greater 
'.personal  tax  l\uT(len|  yes,' but  th^    got  a  much  greater  i^etum  in 
".  governmental  services  tojt:  that,  much  gro^iter— ih  Sweden,  you  Ic^iow, 
»;.when  a  guy  loses^;)a.«4' joly,  atUhe  en4  of  the  month  in  which 'he^li&s 
..liV^  joh  and;,  he  fts/es^hi^?  lica^tli  care  pwtectfon  and  he  is  a  atl^r^ 
■with ;  a-  noM working:  wife! aTidrthree  small^ids  at  home;  he;ilofe  ri^^  " 
hav.e  ^to,  mi^ke  the  fi(gonizirig  decision,  should  I  let  luv-'^m^^Vf^i'^^^^ 
\premiVLni  lapse  and  It  rust  they  will  stay  healthy  until  LW^ife^ 
^.fwoxki or  shall  I  payjtliat,  and  pAssibly  run  the  risk  of  not^nS^^e 

meet  .the  mortgiigSe  payment  5  months  fmm  now.  i 
,     Thetis  hot  a  civilized  country  that  pilslios  such  decisioir^^ .!ti'-5  ^ 
,  dividuals.'.  Tlie  Swedji^rh  system  (loos  have  an  imaginative  use  olF  'the 
tax  code.s  and  tax  syyt]em  to  help  pi'ivate  industrv.  T  wi.sh  we  had  it. 

Mr.  Saiusin,  I.^wish  we  had  it  too.  I  think  wo  tejul  to  m  the 
wrong  way,  \-\       •  • 

I  am  wondering  whether  we  are  being  honest  with  the^people  if 
we  ai-o  te.llmg  them  we  can  giVe  tliem  all  of  these  things  and  not  tell. 
them  about  the  hooker.  The  lioolcer  is  that  they  may  have  ;to  pay  7QTi^>t 
percent  of  their  income  hack  to  the  Governmei'it  in  taxes.  i/iS^*- 

]\rr.  Woodcock.  I  continue  to  reject  your  70  percent  without  seein^ 
soj<ie  supporting  data,  -  '^v  ^ 

Ixt  me  say  one  thing  in  this  regard.  We  ^talk  about  the  investment 
-tax  credit  which  is  supposed  io  help  eai)iLMl  foi-niation  and  the' 
making  of  jobs,  yet  when  this  was  first  debated,  oi-  delxite<l  agjiin  in  -* 
lf)71,  the  then-chainnan  of  the  Oeneral  Motors  Cori).  said  GM  does-  ' 
not  make  its  decisions  on  ca[)ital  invesfmenf  based  on  the  ^n's  and  - 
downs  of  the  tax  code,  but  based  on  the  an* iciT)are(l  needs  of  the 
mark(*t.  *  '  ■  .  > 

GM  says,  we  do  not  need  it.  It  will  mate-  no  diffemice  to  our 
behavior,  lint  Congress  nnd  f he.  iHluiinistratj>m  insisted  that  GM 
too,  had  to  get  the  b(MiefH,  of  the  7  percent: 

'J'hat  is  a  wjiste  of  nfoneV;  that  is  a  thorough  waste  of  nioni^y 
.Afr.  jSakaspn.  T  su])po?4f  we  couhj  si)end  a  good  deab  of  time  on 
that  subject. 

In  your  statement,  \I^v^too<lcrx'k,  vr)U  referred  severaOvmes  to 
dnmocrntie  nntionnl  phinntng.'  T  am  not  reiillv  convincerj  Wiat  it 
woijld  be  nil  thnt.  (lemoeVat^ic.  *  '  \ 

You  nl-o  say  tliat  tlvMe  h  a  fu^'Oier  need  ^-f^r  ler,nslMt!on--rVnc( 
<'orree(  nie  if  I  nm  wrong—lo  proceed  nlong  the  rond  of  fidl  ennAov- 
ment.  -  '  ^  • 
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I  am  curious  to  know  where  you  tliink  we  ^v^uld  liave  to  go  after 
the  onhctiiient  of  tJiis  legishatiou.  What  should- be  the  next  stex>  or 
stepsi .. 

ilr.  /\^ooDCocK,  Wliat  I  am  trying  to  say,  sir,  is  rather  than  try 
to' nuiko  a  perfect  instrument,  tliat  we  (he  foundation  in  phice, 
and  tlien  on' the  basis  of  experience  we  nutke  the  necessary  additional 
changes  to  respond  to  new  ciimunstances. 

■  Let  me  say  wliy  I  alwaj;^  say  deniocnitic  national  economic  plan- 
ning.. You  refer  to  slioi-tages.  We  live  in  a  world  where-  incre^isingly' 
we  are  going  to.  liave  sliortages.  We  live  in  a  world  wliere  we  are 
increasingly  tlependent  on  tlie  outride  world. 

I  might  sixy  of  the  inflation  of  1972  through  1974,  the  domestic 
inflation  w*as  never  double-digit  but        import  ijifhition  was  over 
23  percent,  and  that  brought  us  to  double-digit  inilation.  I  am  con- 
vince<:l  that  to  deal  with  the  shortages  ^s  they  crowd  in  on  us  more  *' 
and  more,  we  are  going  to  have  natiomil  planning. 

The  (juestion  is,  for  whose  benefit.  Ts  it  going,  to  be  for  tlie 
corporate  strugture,  o^  for  the  benefit  of  the  Nation  and  the  Nation's 
people'^  '      '-^  '  ' 

^fr.  SARASi^f.  ily  impressioh  of  a  corporation,  or  of  any  business 
entity,  is  that  it  is  only  aV^onduit,  and  it  is  people  who  ,pay  ta:^es — 
people  who  really  carry  the  burden.  /  > 

My  time  is  up.       .  -    _  '  . 

Mr.  Daniels.  Your  time  Is  Up.  I  liope  there  will  be  timp  for*  a  , 
second  round. 

I  recognize  Mr.  O'llara. 

Mr.  O'ilAitA.  Thanlryou  very  mucli,  !Mr.  Chainnan.  '  ^ 
V    Mr.  Woodcock,  as  you  know,  I  have  just  iinishcd  about  a  wwk  of"^ 
moming  and  afternoon  and  evening  sessions  of  tjie  lyouse  Committeivy 
on  the  Budget,  where  we  are  trying  to  put  togetlier  a  liiucli  more:, 
sensible  congressional  budget  .document  than  the  one  thnt  was  pro- 
posed by  tlic  Wliite  House.  . 

I  was  very  interested  in  your  oT)servatipns  about  some  6f  tJie 
Oiiuses  of  our  current  unemployment,  particularly  the  situation  in 
which  we  find  pricxi  increases  in  the  midst  of  Tmemployment.'One 
of  the  arg\fments  that  1  kept  running  into  on  the  Budget  Com- 
mittee was,  if  We  did  anything  to -help  the- unemploy\(l,  if  we  did 
anything  to  put  people  back  to  wr)rk  in  flte  public  or  priVate  sector 
by  increasing  deinaiul  or  by  public  service  em])loymeut,  that  this 
would  cause  a  raging  inflationai-y  si)iral,  tknt  this- would  be  a  great 
disadvantage  to  the  1)0  percent  wlio  are  currently  working  because 
all  of  a  sudden  the  price  of  evei^thing  they  have  to  buy  would,  go 
thi*ough  the  ceiliiig. 

T  like  very  nnich  what  you  hn.ve  to  say,  wlmt  you  are  pointing  out, 
that  we  <n'e  not  i]i  a  cln.^sic  infiation  situation  where  we  hnve  excess 
denuuuK*  full  utilization  of  our  production  (iipaclly.  full  utilisation 
of  our' Inbor  force  and  excess  demand  driving  uf)  the  f)i-ice  of  the 
tilings  that  we  prodticc,  because  we  just  cannot  produce- nny  more. 

If  that  were  tjie  situalton,  we  wouft  .be  in  a  ti'nde-otT  problefu. 
where,  if  we  tried  to  put  more  people  to  work  or  increase  demiHul 
further  we  would  liave  la  trade-ofi*  with  price  increased,  but  T  rnther 
like  the  theory  that  you  put  forward  nnd  others  have  put  forwnrd.' 

'  72  r,,'a  -70  s  '  .  • 
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-s  US  some  of  us  did  on  the  Bud^^e^  Coinniittoe,  that -ds,  that  onr  pricle 
increiises  'thiit  we  have  sulFered  are,Ho  a  hirge  extent,  the  pi-odnct 
not  of  incre.;tsod  demand  bnt  dec^'reasing  demand  and  the'hi<rher  unit 
•co«t.s  tluLit  are  involved  wlien  production  goes  down,  when  vou  have 
nxecf  overhead  costs.  ,  .  ^ 

Production  goes  down' because  demand  went  down;  and  unit  costs 
up,  and,  beeausa  they  aie'.able,  a.s  Mr.  Sarasin  sun:orests  and  yon 
have  suggested,  to  determine  the  price  based  on  the  unit  cost  rather* 
.  than  on  the  denumd,  the  price. goes  up,  and  we  have  the  situation 
thnt  we  irow  .see.  *  ; 

That  has  been  my  theoiy  of  what  has  gone  wix)ng.  It  i^  wlien  you 
iiavo  aihnmistered  prices— and  you  y(^(iU  Senator  Paul  d:)ou<das's 
pioneering  work  in  that  regard.  Now,'' our  problem' is  that  we  do 
not  have  enough  demand  in  the  economy.  WJiat  we  have  to  do  is 
build  this  demand,  raise  production. '.The-  wuy  we  do  that*  is  puttino- 
people  ba^'^k  to  work  and  making  siiro  they  hav<^  the  wherewithal  to 
buy  the  output  of  our  mills,  oui-  factories,  our  fieys. 

I  would  like  .you  to  expand  on  that  theme  a  little  bit.  ^ 
Mr.  Wo()i)cocK.  Ten  years  ago,  I  think  that  we  tlid  have  rdemaud- 
push  inflation.  \\  e  did  have  that,  and  we  did  not  proi^^rly  respond 
,  to  the  escalation  of  the  war  in  Yictnam. 
•    Mr.  O'lLviLv.  We  should  have  enacted  that  tax  increase  before 
we  did.    *  . 

Mr.  AVcK>i)CocK.  Part  of  the  problems  we  are  still  suffering  today 
are  products  of  that.  Wo  are  not  in  that  kind  of  sitiiation  toflay. 

It  is  very  popular  to  attack  goverjunent  spending— I  am  not  re- 
ferring to  Cfither  side  of  the  aisle,  because, this  popularity  js  affecting 
lx)th  paities.  Govenm\ent  is  not  yery  popular  with  the  American 
people  today.  It  is  not  hard  to  understand— Watergate,  Vietnam, 
now  there  is  even  con-iipt  practices  of  the  leading  corporations,  the 
antics  of  t-he  FBI,  the  CIA.  It  is  a  marvel  that  the  American  people 
are  in  a-s  good  a  shape  as  they  are.  .  ' 

The  public  opinion  polls  show  that  if  you  ksk  if  people  are  nfrainst 
japd^V^rninental  programs todthey  say  yes.  If  you  ask,  "What  would  vou 
thliik  about  this^  govermnental  program,  they  answer  "oh,  that  is 

all  right."   

The  fact  that  pitigi-ams  have  Ix^en  mismanaged  and  have  not!  met 
fK)pidar  goals  does  not  mwii)  that  we  have  to  say  that  there  is  not 
a  function  for  the  Federal  GA;ernmVmt  and  a  function  that  is  clearlv 
in  liue  with  what  the  Con.^tuHon  says,  and  the  Dedaration  of 
Tndepemlence  says.        ^   -  'JL  >  ' 

;rhat  is  yhy  IMiope^{2|j^  of  the  bicentennial -vear 

will  be  this  legislatMMBfe 

^r.  O'Haua.     ^'^•^^v3p!^^  monument,  if  we  could  enact 

thip  during  the  I)ice«fftnfljf«y^r^     oveiTide>the  veto  that  T  would  . 

We  are  confronting  a  reconhmiJcer  in  the  White  House.  lie  has 
set  an  alltime  re<!or<l  for  vetoes.  T  am  afraid  tliarwe  may  have  such 
a  problem.  *  \ 

Mr.  WnoncocK.  I  would  anticiprt{|^that  sir,  and  maybe  this  is  a 
l)i'()greAsive  disease^  when  T  hear  thaSf  even  the  Df^iense' budget  may 
be  vetoed.  I  do  not  loiow  quite  how  the  Kremlin  is  reacting  to  that. 
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'Sir,  0'Har.\.  I  thank  the'  distingnishod  witness  and  assure  liini 
that  i  will  do  everything  1  am  to  lielp  push  this^h'gislation. 
Tliank  you,  Mr.  Chuinnan, 

Mr.  Daxikls.  Tl\e  gentleman  from  Khodc  Island,  Mr.  Beard. 

Mr.  BiCAim.  Thank  you,  Mr.  C-hainnan.  .         ,     ■  " 

-Mr,  Wooileock,  I  certainly  appreciate  the  fact  that  a  recognized 
national  leader  has  taken  the  time  to  come  here  today  to  bring  u 
mescsage  on  behalf  of  the  millions  of  people  in  this  couiltry  out  of 
work,  plus  the  thousaiulsTipon  thousantis  of  people  who  are. presently 
working  but  could  very  well  be  out  of  work,  if  we  do  jiot  proceed 
with  some  Worthwhile  legislation  in  this  Congies^.  I  apprpciatc  your 
comments  Jitd  your  interest,  ami  I  woidd  hope  that  all  of  the  na- 
tional lendeA  in  the  labor  forces  of  this  country  would  do  likewise, 
bring  the  voifce  of  the  millions  Dnit  they  represejit  collectively  to  the 
Congivs^  and  to  the  White  I-Iou^se.  The  people  arc  t-HVxl  of  being  out 
of  work,  aiKf  they  want  to  see  this  counti-y  being  treated  as  we  treat 
other  countries  around  the  world. 

Mr,  ^VooncorK.  May  I  say^  for  the  Full  Eniplo\iu('ut  Action 
Council  there  is  a  wide  specti-mn  of  suppqi-t.  The  cwMniir  per  sons  are 
Coretta  King  and  Murrey  Fin  ley,  the  pivsident  of  the  Amalgipna'ted 
Clothing  Workers.  . 

Mr.  Bkaud.  Thank  y9\i.  '  -  ^ 

Mr.  Daxikls.  I  recognize  the  distinguished  author  of  the  bill,  the 
gentleman  from  California,  Mr.  Hawkins.'  ^ 

Mr.  I  Iawkin's.  Thank  yo\i,  Mr.;Chainnan.  % 

Mr.  WoodcK)ck^  returning  to  page  4  of  the  bill  and  to\)aragrnpli  1 
that  was  quoted  m  part,  but  I  think  the  rest  of  it  was  not,  that  dealt 
with  lino  10  on  page  4  of  the  bill,  says,  in  addition  to  the  other 
enumerated  causes  of  inflation,  the  language  is  used  that  modem  in-/ 
flation  has  been  due  in  large  measure  to  errors  in  national  economic/ 
policy  due  to  the  erratic  monetai^  policy,  erratic  energy  and  food 
policies  and -effective  policies  to  maintain  competition  in  the  priviito 
sector.  •  .  ^  •  /  , 

T  assume  i*n  those  instances,  J  think  we  have  a  right  to  assume,  Ave 
are*i*cferririg  to  some  of  the  policies  that  arc  currently  in  operation, 
and  my  (j  nest  ion  to  you  'is  do  you  agree  in  substance  to  the  fonr/nla- 
tion  that  the  cni'rent  recession,  of  whicli  we  are  now  supposed  jlo  be 
recovering,  which  nia^be  only  tempdrnry  >n  natni*e,  but  at  least  it 
is  a  mild  i^emvery,  (luring  the  ele(^,tion  ^ear,  do  yon  consider  the 
107^^-74,  which  was  a  tmugh  of  the  recession,  to  be  something  that 
could  have  been  av^oided  but  was  laigely  diie  to  errors  in  nidional 
economic  policy,  the  erratic  monetaiy  and  fiscal  policies,  and  to  the 
failure  to  l)e  able  to  administer  prices  and  control  high  interest 
rates? 

T  am  asking. you  to  comment  on  that  particular  section  of  the  hill. 
Mr.  WooiKX^cnc.  That  is  a  veiy  large  question. 

Oiie  camiot  look  at  the  experience  of  107Ji-74  wi'thont  reacting  to 
the  centml  point  of  that,  that  is  the  oil  euibargo  and  th'e  quad- 
rupling of  petroleum  prices  by  OPEC. 

Certainly,  T  think  this  is  the  only  nation  that  relies  entirely  on 
the  private  sector.  Ilere  vy^e  luive  a  group  of  oligopolistic  oil  com- 
panies which  for  years  oxploitx>d  the  oil'])roducing  natjons  for  their 
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own  beiiefit  and  now  are  the  happy  liand  maidens  of  the  OPEC 
carteiyio  mny  out  thcj, M-j^tels  objectives,  as  well  as  their  own 
pnvat^e  objectives.  - 

.  When  the  oil'  emWrgo  Jiit  and  the  initial  disaster  for  the  auto 
indifetry,  I  came  doNvn  hero  to  Washington  to  find  out  wlnt  Is 
haiipenmg,  what  IS  going.to  happen  a  _• 

I  fouiul  02  separate  ageneiei  dealing  with  energy;  without  consut- 
tanon,  without  coordination,  sometimes  at  cross- purposes 
/  There  were  only  t.>vo  places  that  I  could  find  any  possible 
Answei-s:  the-American  Petroleum  Institute,  whose  answers  must  at 
/  oast  be  suspect,  and  the  energy  economics  section  pf  Cliase^Jlltn- 
hattan  Bank,  and  that  iigui-ci;,  too.  Tlu^y  were  the  only  two  plaVs  in 
me^tlTToliy        """^"^  ^""^  °^  '^'hat  is  sheer  go^erii- 

Vet,  2  years  after  that,  more  than  2  years  after  that,  we  have  taken 
no  steps.  A\  e- ai-o  .hiore  dependent  now  on  foreign  ener^Wburces 
than  we  were  dunng  the  period  of  the  oil  embargo,  ajid  f^etai-y 
•  policy  IS  these  rh.v.s  .a  the  hand,  of  Arthur  V^umt,  .Wiom  PnSidS 
Aleany  lia.s  do.scribod  as  a  national  disaster,  certainly  that  is  midue 
powiM-  HI  one  man  s  hands,  and  I  do  not  tl^nk  that  policy  has  been  too 
well  plamiod.  Certaiidy,  if  yoi,  look  at  the  question  of  food  policy 
and  go  hack  to  10(2  when  .we  st  rippe<l  our  cupboards  to  give  it  awaV 
.to  tlie  Soviet  Lnion  at  the  expense  of  the  farmers,  then  there  was 
a  treinondous  upsui-ge  of  food  prices^ 

There  are  so  many  items  of  irresponsibility  and  ineflleiencv  in  na- 
.tional  economic  policy  m  the  last  few  years  that  much  slronVrer  lan- 
guage could  be  used. 

Mr,  ILvAVKixs.  Do  you  agree  that  the  Administ.ration's  posture  of 
advocating  a^cutback  in  priority  of  domestic  nee<ls  on  tlie.biusis  that 
the  problem  r.  excx'ssive  Federal  spending,  that  it  is  ngce.ssnry  to  con- 
tinue the  so-called  trade-off  theoi-v  of  contijiWg  liigh  levels  of  un 
.  employment  and  that  prolonging  recoveiT  on  the  basis  that  it  is  a 
'cfiii.-e  of  inflation,  are  misdirected  policies  that  are  not  really  in 
oilect,  attacking  the  inflation>but  are  rather  calling  attention  to'the 
wrong  causes,  and  therefore  distracting  us  from  any  basid  attack  on 
the  real  causes  of  inflation.  " 
liOt  me  state  it  another  way. 

Have  you  heard  anything  from  the  Administration  about  admin- 
istered prices,  anything  from  the.  Administration  about  monopolistic 
practuies^  Anything  from  the  Administration  which  would  «ttack 
m  any  way  high  interest  rates,  wrtainly  inflationary,  or' any  of  the 
other  real  causes  of  inflation  ? 

Jfr.  WiKoncnc-K.  I  cannot  say  that  I  have,  sir. 
.  p.f>i"ff  hack  to  1071,  we  had  the  Price  Commission  in  place  The 
mitial  rules  of  the  Price  Commis.sion  Hjiid,  if  anv  enterprise  wi?l'ied 
to  get  a  price  mcrea.se,' they  had  to  justify  that  pri«-  increase 'by 
bringing  forward  pmductivit'y  flgures. 

The  aiitoniohile  companies  were  the  exception.  When  General 
Motors  came  down  for  price  increases,  (hey  maiiitaiiKMl  to.  the  Pric(-' 
(  ommission,  as  (hey  have  maintained  to  flie  UAW  over  (lie  year-; 
that  (hey  do  not  kiUnv  what  (heir  product ivi(y  is.  ' 
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They  know  what  the  cost  of  a  screw  is  to  the  third  decimal  point, 
but  they  cannot  add  all  of  that  up  to  wliat  is  tli-oir  productivity,  a,nd 
the  Price  Commission  changed  the  nilos  to  say  they  did  not  have  to 
prodtice  productivity  figures  and  instead,  took  siniuluted  figures 
from  the  Bureau: of  Labor  Statistics. 

If  that  w«LS  oHot  beudiug  governmental  policy  to  a  big  power  center 
in  our  corporate  structure,  I  do  not  know  what  is.  Tliat  has  been  the 
.whole  approach  of  the  Nixon-Ford  admini.s,tnitityns. 

Sir.  II.\wiviNS.  Let  me  ask  you  this  (juostion,  tlieu. 
*  AVitli  respect  to  the  automibile  industry,  do  you  believe  tliat  ^ull 
employment  would  lead  tcTlixccssive  or  inflationary  Avagji  rates  in 
the.  automobile  industry? 

Mr.  A\'oonc()fnv.  Let  nie  say  thi.s  in  answer  to  tliat;  let  me  be  frank. 

•I  do  not  know  how  liiany  of  my  colleagues  would  join  me.  Tf  this 
nation  goc\s  down  the  road  to  full  emi)lovment.  as  it  has  to/in  my 
opinioi'iTlfor  the  s'nrvival  of  domormtic  society,  then  the  practices  and 
att/tudes  of       lalx)r  movement  in  this  country  will  have  ,to  change. 

Each  union  will  not  l)e  able  to  take  "its  one  best  goal  ai\d  not  worry 
about  the  impact  on  this  segment  rof  the  ecmomy  or  the,  other.  We 
have  to  do  what  in  fact  is  (Jone'  in  Sweden.  Tliey  are  thoroughly 
.organized,  Sweden.  TI^X.O  irpresent  all  the  blue-oollai:  workers,^ the 
TCO  the  Avliite-coljar  workers.  Those  oi-ganizations.  tog(4her  with  ' 
the-  industry  grouping,  and  the  guvernnieiit,  make  a  determination,, 
,what  can  be  the  total  pie,  \Wiat  are  the  policies  to  bake  this  bigger 
pie?  What  can  b(\  done  Avithin  that  to  'Jiave  minimal  inflationary 
mi  pact? 

If  the  labor  movement,  and  industiy,  do  not  ac^'oriimodate  tliem- 
selves,  then  there  will  have  to  be  measures  taken  to  see  that  they"  do, 

I  would  believe  that  they  would  have  llie  good  5-ense  to  see  tliat  it 
would  be  obviously  to  their  own  benefit  to  make  that  kind  of 
_:..iU*.CDmmodation,   -  —   

Mr.  Hawkixs.  I  cx^rtainly  thank  you  for  your  candor  that  per- 
mitted you  to  answer  that.  ,  * 

One  filial  question. 

Some  reference  was  made  to  one  individual  T  think  to  Mr.  Key- 
serling,  the  econorni.st  who  was  the  cliainnn.n  of  the  Economic  Council 
during  the  Truman  Administration  a.s  Hie  chief  architect  of  thi.s.  bill. 
Certiiinly  I^Avould  like  to  give  him  that  eredit^  beca.use  I  think  ho 
deserves  a  lot  of  credit,  because  he  happens  to  be  one  of  the  few 
niembei*s  of  the  Economic  Council  avIio  has  a  good  economic  per- 
foiTnance,  Even  Mr.  Greenspan  does  not  ha\"e  such  a  claim. 

As  one  who  attended  such  a  conference,  I  think  two  yeai-s  ago  at 
Columbia  Univei'sity,  also  fhe  cit izei\  formation  of  a  citizen  com- 
mittee to  Avhich  you  referred,  a  connnittee  for  fidl  emplo\aueiit. 

Afay  I  a.sk  you  whether  or  not  you  believe  this  legislation  is  the 
sole  product  of  the  mind  of  any  one  i|idividnal,  or  was  it  a  collective 
efToii  on  the  part  of  many  individuals  from  labor,  business,  the  Civil 
^Rights  movement,  legi.slator.s,  and  many  othei-s,  a.s  those  who  partici- 
pated in  some  oTthe  earlier  movements  ?  ^ 

^fr,  AVooncocJK,  I  cannot  recall  any  legislative  effort  that  had  .so' 
many  individuals  and  .so  many  organizations  directly,  and  some- 
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cSS.'rf'^^-  ^;?^'u'^i^^  ^  jfew.  bruises  being,  inflicted,  involved  in 
getting  where  this  bill  now  is.  . 

Po^fe«^r''^''^^l''*^"'^^['  '''f"?  ^'^^  involved  in  that,  I  must 
ZnS  m.fnvS-^  •^"^'^  t°  the  fact  that  too 

aained  many  individuals  seemed  to  be  involved  at  times  ' 
IhanJc  you  very  much.  ^  - 
Thank  you,  Mr,  .Chaii-nian.  V 
man  rm-d"'"^^'  ^  '^'^''^'^'^.^ .^^'^  Sont\mian  from  Jlicliigan,  Congress- 
Mr.  Ford.  Thank  you. 

be  quite  that  harsh  with  Mr.  GreeHspan. 

unf.n^nlovt^.*^"^^'  '?^-'^'""  '^^^^  imeriiploymont  and  proved  tliat 
unempJoymeTit  can  make  more  imemplojuient  faster  than  anvbodv 

w?o;igwayX  d?  '''''  '''''  ''^ 

One  of  the  things,  that  is  bothci-some  that  this  legisktion  touches 
on,  in  a  whok  variety  of  ways,  is  the  hn.sic. question  ^(hnt  is  really 
betore  the-people  now.  It  seems  as  though  the  incumbent  President  is 
Saying  I  do  not  n^ed  the  UWpercent  that  <ire  unemployed  to  get 

.  reelected.  There  is  not  much^tn  do  for  them  immediately  that  thev 
would  appreciate  anyway,  'get  \  break  ilncVWall  Street  tells 
enough  newspaper  columni^that  tilings  rfre  gettmg  good  iviid 
enough  iwge  cbrporate  {fresidenf s  project  a  rosy  future  and  it  Ls 

.at  the  right  time  this  summer,  ^v«  will  vJcather'thiough  this  au/l  if 
we  toiigh  It  out  and  keep  unemployment  someplace  reasonablv  «Hose 
to  a  decent  figure  6f  ,.7  percent,  that -will  JiolS  the  lid  on  inflation, 
then  ei'erything  will  work  its  way  out.  •  ' 

f""^^"?  ^"'^  °*  precedent  f<^.jt.  -At  the  base  of  it, 
what .  start«l,  .with  the  Nixon  AdministM'ibri  'where  we  had 
economists  openly  advocating,  piibliclf  advocating  without  <rrent 
public  outciy,  actually,  except  fof  people  like  yourself,  that  drlib- 
orate  policies  to  create  unemployment  mi^ljt  bo  necessaiy.  to  control 
runawiay  inflation.  >,;■«  ,.  " 

As  you  pointed  out,  we  were  respoiulilig  to  inflationary  pressures 
coming  from  outside  of  the  country,  and  it  had  as  much  to  do  with 
the  problem  as  anything  that  could  bo  identified.  ' 

Now,  how  dft,„we  utilize  the  thru.st  of  this  hill  to  put"  before  tlife' 
American  peofrffe  the  basic  question  of  whether  wc,  can,  in  a  demo- 
cratic society,  accept  3'  percent,  4  percent,  r>  percent.  6  percent,  or 
any,hxe<l  percentaAe  of ;  unemployment  as  an  acceptable  level  of 
unemployment  if  th/-,  objective  is  to  control  inflation? 

Mr.  Woodcock.  Let  me  say,  not  simply  .some  economist  .said  we 
have  to  accept  more  unemployment  as  a.  cure-all  to  this  problem  " 
The  President  himself,  Mr.  Nixon,  said  in  late  19Y0  or  early  1971. 
unfortunately  this  bitter  mwilicine  is  what  T  Have  to  give '  to  the 
country  to  correct  all  the  ills  cre«i.te<l  by  tlie  predecessor  administra- 
tion. It  did  not  work. 

Obviously,  there  is  .some  figure  that*  represents,  in  a  free,  system, 
frictional  unemployment.  I  am  convinced  it  is  below  3  percent. 

You  know,  when  wo  came  out  of  World  War  IT,  we  generally 
accepted  2  percent.  " 
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Mr,  Ford.  May  I  interrupt  you?  The  2  percMjiit  we  were  measuring 
when  we  came  out  of  World  War  II  would  be  considerably  les^ than' 
2,  percent  today  if  we  were  using  the  same  rules  to  do  the  metisuring. 
Stalling  at  tha  end  of  ^le  Johnson  ^adiniaistration,  the  way  we  did 
the  measuringfi  1  think- we  really  are  talking— today's  3  percent* 
would  be  son^thing  'higher  than  that  in  post-World  War  II  per- 
centiige  figur^, 

Mr,  AVoodIock,  Eight,  Again,  the  iuiinbei*s  ai^  not  exactly  con- 
^sistent,  but  Sweilen's  rate  last  year  was  1,7  pei,x^ent,  down  from,  the 
year  before,  Jaixui  cibnsistently  has  below  1  percent,  mostly  because  ' 
of  their  system  in  the  private  economy  of  life  tenure,  so  obviously 
the  f  rictioiig^  i*ate  is  consiclerably  below  3  percent,  » 

Butjl  ani  telling  our  peo{)le,  Idt  us  not,got  hung  up  whether  it 
shouUl  he  less  tl^an  3  percent.  Let  us  get  this  show  on  the  road,  ' 

If  ill  11)55,  when  we  were  lighting  industry  to^create  supplemental 
unemployment  benefit  plans,  and  wo  hadjosisted  on  a  pqrfect  sys- 
tem,^ wc  would  not  luw^*  It  today. ^Vo  got'*Fne\)riucipal  l>Mnd.  au(h 
we  built  oil  it,  as  time  went  by  and  means  and  waj^s  wen^ndicati  'l.  ' 

^fr.  Ford,  The  mythology',  however,  has  taken  hold,  Mr.  ()*H;ira 
hns 'mentioned,  the  argimients  that  have  tilken  place  thi-  v  n-k  in  the 
Biulgfct  Committee,  A  .suiprising  number  of  people  cWu*^  (u  I  In-  idea 
that  anything  we  do  that  succeeds  too  well  in  reducing  unemploy- 
ment is  going  to  cause  us  a  horrible  price  in  inflation  and  all  of  th^ 
terrible  thing.s  flkit  that  word  mean.s,  and  we  seem  incapable 
shaking  people  from  that  finn  belief  that  inflation  is  f?o  destructij^^e 
of  society  that  we  may  have  to  take  the  bitter  medicine  that  Mr, 
Nixon  talked  about. 

The  entire  tenor  of  this  bill,  taken .  in  its  totality,  it  is  that  the 
central  most  important  thing  is  reaching  .something  close  to  whatever 
full  employment  might  be,  whatever  definition  is  used,  so  that  you 
are  utilizing  all  of  the  productive  capacity,  laying  aside  a  hitman 
consideration  for  it,  so  tJmt  you  are;  in  fact,  taking  a  basically  in- 
dustrial country-^and  putting  it  back  in  full  production,  so  that  it 
does  what  ^b^^Mf^        was  meunt  to  do  to  work  at  fiill  efficiency. 

How  (Jo  "w^^^^iis  able  to  approach  your  membei'^ihip,  for  example, 
who  are  noV/lil^^s^^      unemployed  at  the  moment  with  an  under- 
.   standing  qf^J^mm  between  the  threat  tx)  them  of  inflation  and 

the  thr^A'^Ho^i^Mn  througTi  continued  unemployment  of  their  less 
senior  members?  , 

Mr.  Woodcock.  We  have  to  convince  people  that  first  of  all,  neither 
Congress  nor  any  administration,  is  going  to  balance  the  Federal 
budget  ouid  eliminate  the  deficit  except  as  Aniericaiis  ^o  back  to 
work;  moving  towards  a  full  employment  economy  is  connter- 
inflationai^.  We  caimot  accept  these  myths  that  sometimes  are 
generated. 

Maybe  the  people  this  fall  will  educate  the  people's  representji- 
tives,  T  hful  no  trouble  with  the  members,  of  UAW  talking  about 
the.se  things,  whether  it  be  in  the  context,  look,  we  .shoidd  not  have? 
import  quotas  against  the  imports,  we  have  to  beat  them  at  their 
own  game,  even  though  there  are  heavy  periods  of  unemployment. 
Yon  can  convince  them  of  that. 
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'^'^^^  are  not  stupid,  they  ar6  very  intellixrent 

gSt  tuJn^  arS^AS/^^-""^"-"  on  right  now  tl.at  we  have  just  g^t  to 

Mr.  Daioem.  The  gentleman's  time  is  up 
ht:^f^:Jtjr'^''''  '^^"^  Wa  Jngton,  Mr.  Meeds.  Do  you  , 

-Thank  you,  Mr.  Chairman.     '  '      .  - 

von^'^J'n^*  ""^  apologize,  Mr.  Woodcock,  for  not  being  here  to  hear 
SLlt^-'^'"'^"^-  /^^^r^^^4P  °PPo*unity  to'-look  at  your 
vonrri/?""^^^  the  tangent  of  this  problem  that  /ou  have  directed 
S  Tour  .Vnl'.r''''^  u^S't'        ensues  from  lacJ  of  emplojSt, 

I  agree  wholehe^irtodly^I  would  just  asfvou  if  yon  would  a-ree 
ta  n  J^nU;.?  bemg  ,mablV  to  find  a^job  is  perhaps  the  W  deWn!  . 
S^^vn  P  who.wauts  to  be  productive 

can  experience.  Would  yon  agive  with  thnt?  ,  """^"^e 

v^"^::?^! '"'""^^    ^  '^"^  --^^ 

nfTJ""^  ^1  ^""^  ^"  ^^'"^  Oreat  €)opre,ssion,  T  was^n  no  dau-er 

niS^  -T^  ''i'?  never  had  to  think  of  a  welfare  .line,  but  the 
psychological,  cni.shiug  nof,on  was  there  that  you  are  not  needed  vou 

Vrnrn'^""  '^'^"""^  ^"■^'t  ^'^'-P^  the  future- of  iw" 

"Ym?        T      '^^''u  '''i'-  ''"■^  "^^''^  to  millions -of  peonle: 

^soT"obo^?;>  °'-'^g°"^^'  ^'han 

n'Jlhl'  t^'^  flisenchnntfrif  '<^t  t^iP  .svstem  with  ths 

pro^^leins  yon  were  exnlaininjr  about  f  e  way  p^ple  view  the  future 
pe^  unistically  comes  from  this  vei^iJtactor.  Woi>]d  vou  agree  with 

llv.  Woodcock.  Veiy  definitely.  bu£rav  T  add  to  thnK  There  is  a 

hTitt^lv'^T/'^'r^'^P^'.-  '"^^^^  ''^^^^      this  Nation 

tlint  it.=;  pohticnl  leaders  are  ignorino- 

n,.illn?tr°"^'^  "^P^^K  *°         ''"^''^  strength,- they  would  be  sur- 
prised at  the  response  they  would  get. 

n  Jk'  ^^Iw-  Jj'^'A^'^  ^hink  of  no  other  protrram, 

nothmg  thnt  the  Government,  the  Federal  government  cl>uld  do 
whirh  would-be  move  important  to  this  countiT  in  economic,  .socio- 
logical ^psychological,  and  in  all  other  term.s.  thnn  to  get  people  back 
TO  worlc.  can  you  ? 

Mr.  Woodcock.  No. 

Mr.  ]\rKnDS.  Thank  you. 

Mr.  DANTFr^i.  Do  any  of  my  colleagues  desire  to  a.sk  any  further  • 
questions  of  Mr.  Woodcock?  j 

Woodcock,  on  beh«lf  of  the,  committee,  I  again  wi.sh  to  express^ 

•L  "^?r    *°  •■^°"r  appearance  and  your  testimony. 

J\lr.  Woodcock.  Thank  you  very  much. 

]Mr.  DAN-iEns.  Our  next  witness  is  Professor  Robert  Eisner  of  the 
JJepartinent  of  Economics  of  Northwestern  University 


.  ■   .    ■     '   '      *  i'i7 

V  Welcome,  Mr,  Eisner,  I  notice  tliat  you  ha\-e  a  leftgthy  statement,"" 
It  IS  not  quite  fifteen  pages  long.  The  Chair  would' like  to  suggest  to 
you  that  you  submit  your  statement  for  the  record.  It  will  be  printed 
in.  full,  aiud  then -summarize  your  views  in  order  to  afford  the  mem- 
4^-s  of  Jblii^  committee  an  opportunity  tflfiifek  you  questions, 
Jis  that?  agree#,ble  ?    ^  .  :*  -  . 

.    .    Mr,  Eisner.  Yes,  Let  me  \\y*io  half -read,  half -summarize,  and 

sott  of  shorten  it,  ^  y      /  \- 

^        Mr:  Daniels,  Proceed  in  any  fashion  that  you  want,  I  will  see' 
that  your  statement  is  incorporated  in  the  Record  in  fuJL  I  shall  now 
ask  ^unaniipoiis  con.^ent  that  your  .statement  will  be  incorporated  pi 
Is  there  any  objection?    ^  .         '  ^  •* 

Hiring  none,  it  %yill  be  so  ordered, 

[The  statement  referitd  to  follows:]  -        ^  * 

/,  M  l^eartn'y  siipport  the  br. sic  objective  and  principle  of  the.  Full  Employment 
yfj and  Balanced  Growth  Act  of  1070.-  '  ) 

It  is  past  time  that  we  establish  "the  tight  of  all  adult  Americans  able,  will- 
;  ing,  and  sooking  work'to  oppi)rtunjj;ies  for  useful  paid  employment  at  fair  rates 
of  compensation.*  *  .  , 

Tke  losses  from  unemployment  are  far  more  tlian  the  suffering  of  those  with- 
out jobs.  With  unemployment  of  labor  goes  a  sauaudoring  of  our  nation's  physi- 
tal  and  human  resources. 

Unemployment  directly  afTects  ^'hst  numbers  of  individuals.  In  the  last  year, 
which  has  , seen  unemployment  close  to  nine  percent  and  now  ax  7.6  ptrcent, 
still  larger  than  the  average  of  our  post-war  recession  lows,  more  than  20  mil- 
lion'Americans  have  been  unemployed.  The  associated  loss,  of  output  has  been 
in  the  neighborhood  of  $200. billiQU,"  more  in  a  sini*le  year  than  all  of  our  ex- 
penditures, in  the  long,  tragic  year.s  of  war  in  Southeast  Asia.  This  loss  of  out- 
put goe.<^  far  beyond  the  loss  of  incomes  to  the  unemployed  a'lid  their  families. 
It  means  lower  real  -incomes  for  masses  of  fully  empioyeil,  of  self  empl^^^  and 
of^those  living  on  the  income  of  their  irivestoents.  Significant  unemployment, 
•  such  a^?  we  have  recently  experienced,  is-a  national  catastrophe.  ^ 

nie  Full  Employment  and  Balanced  Growth  Act  of  1976  is  fundamentally 
sound  in  finally  declaring:  it  national  policy  to  achieve  and  maintain  full  em- 
ployment.'It  is  wise  in  mandating  the  President  and  Congress  to  implement 
'that  j)oHcy.  It  is  bpld  and  correct  in  setting  a  goal  of  three  percent  "aclult" 
unemi>lo.vnlent,  corresponding  to  minimal  frictional  and  search  unemployment, 
as  the  full  employment  target.  It  is  right  in  setting  forth  a  variety  of  imple- 
ments for  achieving  the xfull 'employment  goal:  general  fiscal  and  monetary 
policy,  programs  directed  at  regional  and  structuml  unemt)loyment,  youth  un- 
employments amU  particular  cyclical  difficulties,  and  coordination  wi^l  state 
and  local  government  and  private  sectors* in  our  economic  activity. 

A  key  issue  to  be  faced  is  the  attainability  of  unemployment  as  low  as  three 
pe!;cent  \^thout  inflation,  Wlille  unemployment  thfrf^-low  has  been  reported  in 
many  other  economies^  the  United  States  has  escperleirced  that  low  a  total  un- 
employment rate  only  during  World  War*TT,  and  then  we  had  a  full  set  of 
government  regulations,  including  wage  and  nrice  controls.  . 

.  It  may  further  be  argued  that  even  tl^f/fpur  percei>t  unemployment  widely 
recognizee!  as  a  full,  employment  target  in  the  sixties  and  actually  nttained 
by  lOCn,  is  no  longer  reasonable  In  view  of  the ''Changing  composition  of  the 
labor  force.  It  is  maintained  that  increasing  proportions  of  teenagers,  of,  women 
and  of  minoritiies  diflicult  to  assimilate  into  urban  employment  ah  contribute 
to  an  inevitably  higher  minimum  rate  of  unemploymenfl 

I  do  not  accept  this  argument.  First,  uh employment  has  always  been  (Con- 
centrated among  rela^tlvely  marginal  numbers  of  the  labor  force.  At  one  time 
it  was. white,  Europe'an  Immigrants  and  "Okies"  or  displaced  farmers.  Now  it 
inay  be^uerto  Rican^  or  Blacfts  or  youths  or  women.  In  no  qase  can  we  con- 
done fllVire  of  the  economic  system  to  provide  employment  to  those  who  seek 
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It  In  large  part  It  Is  inadequate  aggregate  demand  that  causes  unemDlovment 
\T^°'^  component  of  the  difference  between  thr^  wS  and  nine 

fl«.n?  „nH  ^  !  unemploymeiit  categories  will  faclUtate  the  major  role  of 
Sl^;menr^?Sirfiar°  ^""""^  ^^^^^''^^ 

Policy-makers  must,  however,  not  allow  fear  of  Inflation  to  continue  its  npnr 
perennial  paralysis  of  efforts  to  achieve  full  emplSymenr  It  is  true  that  f he 
buoyant  market  demand  which  is  associated  with  hl?h  emp  oyment  mSf  al^ 
Wn  ^"'^""^''Se  higher  prices.  Such  Inflationary  demand  has  not  howeve? 
been  a  common  occurrence  in  the  United  States  ec^.nomy  in  peace  time  Sd 
our  recent  bout  of  high  inflation,  reaching  12  percent  p^r  annum  stemmed  nnf 
from  excess  demand  but  froni  short-supply,  particulartT  skvr"XtInrnHtp= 
•  ''«-'>^"'te<l  sources  of  energV^^^^d  hSer  prkos  of  a|rh.^lt,'ra[ 

Effo,:i«  ■^n''".        '"^t^^"''^  generally,  essentinlly  dotermine,l  .ni  H^^rKarkets 

t1?ht  Ual  poUe,  or  H.tr.iL'"f  "'^^  'Jl^''"'^"  demand  ThS 

ciKnc  nscai  poucj  or  tight  monetary  policy  can  only  re.snilt  in  the  massivp  im 

employment  and  recession  which  we  have  experienced.  "°" 

farther  while  welj-gnided  efforts  to  combat  inflation  are  certainly  in  order 

t  must  he  recognized  clearly  that  our  ultimate  goal  must  be  mea^red  in 

erms.  the  masimnm=provision  of  goods  and  -services.  Tf  real  prSi^  is  iTss 

Dri,.r"??1!f/\'^  ""k^  "■"^^'^       "••"'te^er  the  gen^^^  movement  In 

prices.  It  is  fashionable  to  object  to  inflation  under  any  circumstances  but  the  ' 

mfnimaT  "  "P-''«l  movement  in  incomes  ^nlpnZ  VoM  t^' 

'^^^^i^e  . recent  inflation  so  painful  is  simply  that  Incomes  in 
money  terms  moved  up  con.^iderably  less  than  prices.  Clearlv  If  prices  risi  bv 
„  ™  "  '^^'l'  '""""^s/i^e  the  average  by  five  percent,  ihere  is  essentfally 
a  se^^en  percent  average.drop  in  real  earnings.  But  this  Is  mereirthe  other  side 
of  the  coin  of  a  seven  percent  drop  i„  real  output  as-^^iated  with-  reies^^^^^^^^ 
l-he  American  people  would  have  been  no  bette?  off  if  prices  ^ad  riS^^  onlv 
seven  percent  and  income.s-  not  at  all  or  if  prices  had  ris«i  not  at  and 
money  Incomes  had  fallen  seven  percent  Conversely  U  prices  had  risen  at  lo 
percent  and  money  incomes  had  risen  at  16  percent,  a  coSon  which  would 
have  existed  with  normal  full  employment  groVth,  there  wouirhavTb^n^Utle 
substance  at-least  in  the  aggregate,  to  pubUc  complaints  a^oiit  inflation 
In  enacting  and  implementing  H.R.  50  it  must  be  r^ognir^  ttat' inflation 

The  costs  of  imemployment  and  the  associated  loss  in  output  are  not  merely 
a  current  loss.  With  high  unemployment  have  come  massive  .  eoIlnM  .„  T.ZVli 
•forma  ion.  This  has  included  sharp  drops  i^n  res^dentfarcons^^^^ 
in  business  acquisition  of  plaq|and  equipment.  In  additionfrimons  of  youths  " 
^nl  .    .  .""^""Pi"^^  have  f?iied  to  acquire  or  to  maintain  crmcal  e^ri 
v?de  fnr  f.'^'""  ^^^'^  «^°tial  human  capftel  which^rt 

vide  for  the  bu  k  of  future  production.  These  losses  in  investm^-nt  in  physical 
and  human  cap  tal  will  cast  a  heavy  "burden  on  the  years  ah^d  reducing  tte 

^^n''^''''*""';^  °'  «e'-^'<^e«  'o"-  a  generation  and  more  '^''"""^ 

rJ^  warmly  endor.se  the  basic  purpose,  principles  and  goal  of  the  Full 
Employment  and  Balanced  Growth  Act  of  1976,  I  should  Uke  to  notat  to  « 
T'.,Hn'  ^  ""'^''^  ^^'^^^  contradictions  or  Cs  to  eff^K  lmnl^ 

■ftn  "mVr^nd^rtfi'e'^n'"'''^  °^  st^fS^K 

First;  it  is  Important  to  sttess  the  primacy  full  employment  Whatever 
^^f^h^T,  various  backers  of  this  bill  many  of 

^Pnf  n?*'^'?'  r"',  ^  «  <^"riage  for  a  broa?a^„rt 

ment  of  relatively  unrelated  programs.  We  would  nofwLt  onr  efforts  toward 

^  123  , 
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full  employment  to  undermine  other  basic  principles  of  national  policy  such 
an  ofjiial  onpiMTtiinity,  non-discrimination  as  to  race  and  sex,  and  general  ob- 
jectives of 'fair  labor  standards,  ^^ut  a  program  for  full  employment  cannot  be- 
come the  vehicle  for  defense  of  a  mass  of  special  interests.  It  is  dedicated  as 
snch  neither  to  private  employment  nor  to  pul)lic  employment,  but  to  employ- 
uifnt  in  ^jeneral.  It  shonlU  be  neither  an  instxmnent  for  detailed  planning  and 
control  of  the  economy  \u*r  an  obstacle  to  what  planning  or  social  intervention 
apiHjars  desirable.  It  sh.  iiUl  l>e  noted  specifically  that  "planning"  for  full  em- 
ployment need  not  ntM  rs-:irily  iniply  interfering  with  free  Indlvidiml  choice  ex- 
pressed in  free  competitive  markets.  Providing  for  full  employment  need  not 
imply  socialist  planning.  All  full  supporters  of  free  enterprise  should  see  in 
full  employment  tlie  one  healthy  environment  in  which  it  can  llourlsh. 

By  way  Of  si>ecilic  objection,  I  must  call  attention,  in  the  critical  Section  100 
on  n.scal  and  mouetary  pol icier?,  to  tlu»  call  to  "Imlance  the  Federal  budget  or 
(Ttato  n  surphiv  under  conditions  nf  full  produrtion.  employment  and  purchas- 
ing power"  ipage  li;).  Tliis  may  appear  to  be  C()nventi()inil  political  wisdom 
and  indt'ed  a  widely  expressed  economic  goal.  In  fact,  we  have  no  basis,  for 
assuming  tliat  ir  is  consistent  with  the  olijective  of  full  employment.  Efforts  to 
implement  tliis  may  make  the  attainment  of  full  employment  dtfticult  if  not 
impossible. 

*l'he  essential  issue  again  is  the  provision  of  adeqiuite  aggregate  demand.  If 
with  a  liaiauced  Imdget  aggregate  effective  demand  proves  less  than  the  volume 
of  goods  and  services  all  tlu).^e  williag  and  able  to  work  can  prc^duce,  then 
taxes  should  be  less  so  that  denuiud  is  higiier.  ^VrliiiP^  paradoxically,  the  con- 
ditions under  which  a  balanced  ftnleral  budget  nmy  he  consistent  with  fidl 
employment  are  liUely  to  be  tiiose  where  federal  exuenditures  are  very  high. 
Wbere-^the  stimulus  from  fwleral  expenditures  is  relatively  small,  taxes  may 
have. to  tie  exceptionally  low  to  offer  sulficient  compensating  private  demand. 

A  balanced  ftnleral  l)udget  at  full  employment  nmy  indeed  be  in  essential 
cent rndict ion  with  tlie  ol>jeftive  of  l)alance<l  growth.  For  by  balanced  growth 
we  ordinarily  would  entertain  the  Jiotion  that  capital  and  output  will  grow  in' 
pn>p!)rtiMn,  l^f  cai>ital  and  output  are  to  grow  at.  say.  a  four  percent  rate  with- 
out iu nation,  we  might  expect.-  that  "balance*'  would  imply  a  four  percent 
growth,  in  all  assets,  real  and  monetary,  including  the  relatively  SiH:ure  assets 
in  the  form  of  U.S.  Treasury  oldigation  which  form  such  an  essential  anchor 
and  source  (^f  litpiidity' in  many  portfolios. 

The  total  feder'al  debt  is  now  appn)aching  $000  billi(m.  Even  if  inflation  ^\*ere 
re<lueed  to  zero,  whjch  is  clearly  beyond  the  most  optimistic  of  current  fore- 
casts, an  increase  in  the  federal  debt  of  some  $24  billion  woidd  then  be.  neces- 
siiry  to  provide  balance  for  a  Veal  growth  of  four  percent  in  capital  and  output. 
If  we  arc  to  attain  and  maintain  full  empl(\vment.  a  balanced  biulget  would  not 
entail  balanced  growth.  For  asset.s  in  the  form  of  Treasury  obligations  woidd 
iHicome  a  small  and  smaller  portion  of  bank  portfolios,  pension  fimds.  corporate 
holdings  and  tlie  savings  of  individiuils.  If  We  are  to  go  further  and  create  a 
surplus  under  conditions  of  full  employment  we  would  only  aj^gravate  the  dis- 
^l;»)rtion  in  our  financial  str\ictures. 

The  call  to  a  balanced  fe<leral  budget  may  be  necessary  political  rhetoric.  It 
is  questionable  economics  and  a  potentially  serious  roadblock  to  the  attainment 
of  full  employment.  The  federal  budget  should  be  used  as  a  means  to  the  attain- 
ment of  fidl  employment.  Balancing  it  or  creating  a  surplus  should  only  be 
imdei-taken  when  it  is  consistent  with  the  full  employment  goal.  We  have  no 
basis  for  assuming  a  priority  that  it  is.  To  enact  balanced  budgets  or  surpluses 
as  a  goal  of  a  full  employment  plan  may  well  contradict  the  essential  purpose 
of  that  plan. 

Section  107  on  anti-inflation  policies  raises  some  questions  with  regard  both 
to  what  is  omitted  and  what  is  Included.  A  critical  fact  upon  which  economists 
of  many  persuasions,  liberal  and  conservative,  have  come  to  agree,  is  that  gov- 
ernment itself  is  a  major  contributor  to  inflation  by  its  intervention  to  prevent 
the  free  operation  of  competitive  pr*^  <es  which  would  keep  down  the  gen- 
eral level  of  prices.  In  a  free,  dynamir  •  -  niomy  we  should  expect  technological 
processes  and  supply  and  demand  to  chan^je  incessantly  and  frequently  rapidly. 
This  shoidd  mean  that  at  any  point  of  tihoe  some  prices  will  be  rising  where 
demand  increases  or  relative  costs  become  greater  and  other  prices  should  be 
declining  where  demand  decreases  or  relative  costs  become  lower.  As  long  as 
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restrictions  on  competition  prevjent  the  normal  decline  in  prices  in  thos^  products 
and  industries  where  do^Oirw  ^  arc  indicated,  the  average  of  prices  has  nowhere 
to  go  hut  up.  It  is  tnul  .  Lindahle  that  those  with  private  economic  powefr, 
whether  in  the  ranks  .iporfcctly  comi)etitive  businesses  or  groups  able  to 
control  labor  supply,  wouhl  strive  .to  maintain  or  even  raise  prices  or  wages 
in^the  fare  ©f  declining  demand  or  declining  relative  productivity.  Wliat  is 
difficult  to  condone  is  government  actions  which  reinforce  special  antl-competl- 
tive  interests  at  the  cost  of  the  general  good  and  particularly  of  efforts  to  main- 
tain  a  stable  and  general  level  of  prices. 

What  I  have  in  mind  is  the  whole  panoply  of  actions  by  government  regula- 
tory agencies  which  act  to  restrict  competition  and  maintain  prices,  of  price 
supports,  of  tariffs  and  of  quotas.  Perhaps  among  the  more  disastrous  recent 
innovations  are  to  be  found  in  recent  legislation  on  international  trade  under 
which  (he.  President  has  now  , acted  to  restrict  steel  imports.  This  legislation 
aiithorizes  action  to  eliminate  foreign  competition  when  it  is  "injurious"  to 
'»^me5.tic  producers.  It  is  an  open  invitation  to  destroy  the  critical  discipline 
or  world  markets  which  may  prove  the  only  meaningful  constraints  on  prices 
in  highly  concentrated  industries  where  huge  American  companies  essentiallv 
dominate  the  domestic  iharket.  If  the  Congress  is  seriously  to  face  up  to  th*e 
needs  and  possibilities  for  effective  competition  it  cannot  continue  policies  which 
inhibit  that  competition  either  at  home  or  with  the  rest  of  the  world. 

In  addition  to  my  objection  to  the  omissions  which  make  section-  107  far  less 
than  an  effet-tive  program  for  price  stability,  I  must  object  to  paragraph  (4)', 
providing  ^  'for  an  export  licensing  mechanism  for  food  and  other  critical 
materials.  Restricting  exports  of  commodities  in  short  supplv  offers  the  ap- 
pcaraiice  of  restraining  domestic  price  increases.  In  fact,  while  it  may  lower- 
the^  prices  of  export  commodities,  it  must  inevitablv  raise  prices  of  all  that  we 
inipoTt.atid  of  much  domestic  prgjduetion  which  may  be  in  competition  with  im- 
ports. Further,  by  restricting  exports  we  force  a  misallocation  of  resources  fr(,m 
those  goods  in  ^;hieh  we  have  a  comparative  advantage.  We  should  be  produc- 
ing all  thtlt  we  can  of  these  goods  and  selling  all  that  we  can  at  the  best  prices 
obtainable  in  the  world,  using  the  proceeds  to  buy  what  is  relatively  eheap 
abroad.  It  makes  no  sense,  for  example,  to  restrict  the  export  of  food,  which 
we  can  apparentb  produce  and  sell  more  cheaply  than  foreigners,  and  Hien 
restrict  the  import  of  steel  which  foreigners  are  ready  to  furnish  us  held w 
domestic  pricCK.  .     '  u^^^r^ 

I  should  add  that  there  may  be  danger  in  the  provision  for  establi.shment  of 
stockpile  reserves.  Such  .stockpiles  can  of  eourse  serve  a  useful  function  of 

mivh  "^'^  """'f  Ml""^        "''^"^  ^'^^  ^^'^  short  supplv. 

It  may  be  impf)rtant  though  to  avoid  the  danger  that  the  establishment  of  stock- 
pile restTves  proves  a  convenient  device  for  price  supports  for  producers  who  ' 
are  not  content  to  lake  their  chances  with  free  competition.  A  program  for  full 
employment  should  not  involve  the  government  in  building  up  larger  and  larger 
reserves  of  allegedly  critical  materials  where  such  reserves  in  realitv  are  criti- 
eal  only  to  the  income  of  their  producers.  rt;uiii.>  are  crin 

Tittle  II  on  countercyclical,  structural  and  .youth  emplovment  policies  abounds 
l^wt  of  positive  programs.  The  stabilization  of  state  and  local 

ronnnt  '  Pi^rticularly  important.  One  of  the  ironies  and  paradoxes  of  our 
recent  recession  is  the  extent  to  which  .state  and  local  governments,  dependent 
upon  high  cyclical  sonrees  of  income,  liave  been  forced  to  reduce  expenditures 
and  public  employment  just  when  the  interest  of  the  economv  calls  for  more 
employment  and  more  expenditures.  The  federal  government  uniqnelv  has  the 
power  to  prevent  states  and  local  governments  from  being  forced  to  ihe-e  pro- 
cyclical  actions.  It  should  plan  to  exercise  that  power  ^ 

The  proposals  for  reducing  youth  unemploymentuire  important.  There  must 
be  major  efforts  to  ease  the  transition  from  s^^h^  jobs.  The  Congress  m^ght 
find  iewlse  to  subsidize  coonllnated  programHf  training  in  .school  and  on  the 
job  so  that  teenagers  could  begin  actual  employment  while  still  in  school  and 
theIr%dZuon.  '  interruption  into  full  time  jobs  as  they  eompfete 

In  addition  to  new  measures  to  promote  youth  employment,  the  Con-resq 
n  «T.^T'^  '''^r'''^      impediment  to  yoiVemplVment  as^eU 

^ivP  fn  J  ^'^^^     employment  generally.  There'have  been  maj^r  effortrto 

give  tax  credits  and  tax  subsidies  for  business  purchase  of  mn?hinery  Yet 
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business  hiring  of  labor,  far 'from  being  encouraged  with  a  tax  cre<lit,  is  gen- 
erally discouraged  by  the  payroll  tax,  which  now  amounts  to  11.7  pewont  of 
the  bulk  of  \Yages  and  salaries.  In  the  case  of  youug,  oew  employees  this  is  a 
particular  and  unjust  burden  on  employer  and  employee  alike. 

Given  the  risk  in  Wring  inexperienced  and  untrained  workers,  this  11.7  per- 
cent tax  (12.3  i)ereent  if  President  Ford's  request  were  granted  by  Congress) 
must  in  some  instances  be  the  marginal  di.scoUragement  which  makes  profltable 
employment  impossible.  From  tlie  standpoint  of  youthful  employees  the  tax  is 
a  cost  which  promises  little  if  any  benollt  so  many  years  in  the  future  that  the 
present  vahie  of  the  exiKJcted  return  is  minimal. 

I  have  elsewhere  proposed  a  spwihc  emplf>yment  tax  credit  for  the  young, 
which  might  be  extended  to  all  new  entrants  into  the  labor  force.  Alternatively/ 
the  Congress  might  simply  exempt  all  thdse  under,  say,  21  years  of  age  from 
any  payroll  tax  obligations.  If  employers  neither  have  to  pay  the  tax  nor  even 
bother  keeping  records*  of  social  security  obligations  they  might  have  significant, 
incentive  to  take  a  chance  on  hiring  youthful  jolvseekers. 

I  might  add  in-^this  connection,  although  it  is  generally  relevant,  that  the 
technology  is  certainly  available  for  major  improvements  in  our  employment 
and  j(jb  pUu;ement  services.  It  should  be  possil)le  to  computerize  information  as 
to  job  oi)ouings  and  potential  employees  throughout  the  nation.  A  major  amount 
of  unemployment  is  no  doubt  associated  with  the  delays  experienced  by  em- 
ployers in  tinding  workers  for  the  openings  that  they  have,  and  for  workers  in 
locating  those  openings.  Tlit  technology  that  can  send  men  to  the  moon  can 
go  niudi  further  than  it  lias  in  stnuHng  men  to  jobs. 

^Section  200,  providing  for  "reservoirs  of  federally  operated  •  public  employ- 
ment projects  and  private  non-protlt  employment  projects"  is  a  key  ultimate 
weapon  in  eliminating  unemployment.  AVhile  every  effort  should  be  made  to 
bring  about  maximum  empb)yment  in  the  private  sector  as  well  as  in  traditional 
ptiblic  activities,  there  is  no  reason  to  shy  away  from  public  employment  and 
private  non-profit  employment  projects  as  an  ultimate  guarantor  of  full  em- 
ployment. I  should  add,  however,  two  proposals  of  significant  modification  of 
this  section. 

First,  it  may  be  appropriate  in  connection  with  the  provision  of  public  em- 
plovmeut  to  rethink  the  nature  of  our  unemployment  insurance  program.  To 
anbandon  the  unemployed  should  be  unthinkable.  Yet  there  is  a  serious  danger 
that  any  welbintentioned  pp<feram  of  unemployment  insurance  will  encourage 
idleness  on  the  part  of  at  least  some  members  of  the  labor  forces  What  is  more, 
unemployment  insurance  offers  individual  income  maintenance  btit  does  noth- 
ing to  eliminate  the  real  loss  of  output  associated  with  lack  of  work.  I  would 
urge  therefore  that  serious  consideration  be  given  to  a  program  of  sharply 
reduce<l  duration  of  unemployment  benefits  with  the  companion  provision  that, 
upon  the  expiration  of  the  benefit  peritxl,  unemployed  workers  Would  be  given 
jobs  on  the  public  employment  and  private  non-profit  employment  projects. 
These  jobs  should  pay  more  than  unemployment  benefits  f^nd  yet  would  cost  the 
economy  far  less  because  the  goods  and  services  they  i^ovide  will  go  at  least 
part  of  the  way.  hopefully  all  of  the  way.  to  justifying  tnVir  cost, 

I  -must,  however,  express  a  major  objc<'tion  to  the  priority  and  eligibility 
criteria  for  full  employment  under  section  20G.  In- section  102,  the  bill  states, 
"The  Congress  de^'lares  and  establishes  the  right  of  all  adult  Americans  able, 
willing  and  seeking  work  to  opportunities  for  useful  paid  employment.  .  , 
That  right  should  not  be  restricted,  as  it  is  in  section  200.  by  considerations  as 
to  -the  number  of  employed  persons  in  a  household,  number  of  people  economi- 
cally dependent .  .  .  [or]  household  income  .  .  .'* 

For  one  thing,  consideration  of  the  number  of  employed  persons  in  a  house- 
hold is  almost  certainly  to  discriminate  against  the  employment  of  women.  It 
means  that  a  woman  may  well  be  unable  to  obtain  a  job  under  section  206  if 
.  she  has  a  husband  who  is  working.  This  fact  may  have  the  further  perverse 
consequence,  as  has  htrd  much  of  the  application  of  programs  for  Aid  to  Fam- 
ilies with  Dependent  Children,  of  driving  male  wage-earners  out  of  the  house- 
hold. As  it  stands,  section  206  could  turn  into  another  monstrous  destroyer  of 
Hhe  family. 

While  perhaps  seeming  no  more  than  a  desirable  exercise  in  egalitarian  con- 
siderations, the  criterion  of  household  income  is  also  incompatible  vsrith  the 
guarantee  to  the  right  of  a  job  and  is  an  inappropriate  interference  with  indi- 
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vidual  freedom.  If  tlie  Congress  wishes  to  promote  more  equal  income  distribu- 
tion, it  should  seek  to  do  this  in  section  207  and  by  appropriate  tax  'policy.  It 
should  not  seek  to  equalize  income  by  restricting  job  guarantees  to  the  poor. 
There  is  no  r&as(m  why  the  right  to  a  job  should  not  l)e  extended  fully  to 
youth,  women  and  indeed  adult  males,  wbiitever  the  total  income  of  their 
households.  If  jobs  are  really  to  be  considered  a  fig,ht  and  not' a  charity  there 
is  no  excuse  for  a  means  test. 

Finally,  I  must  offer  a  cnution  against  the  provision  for  ''the  prevailing  wage" 
which  apiwars  in  station  L>0(J«  and  again  in  section  402  on  labor  standards.  In 
general,  feileral  employment  or  federally  sponsored  employment*  .should  pay 
workers  what  the  jobs  are  worth.  As  U\ng  as  this  is  done  one  need  not  fear 
that  alleged  full  employment  will  mask  disguised  underemployment.  For  fed- 
erally sponsored  projects  in  effw-t  to  pay  people  for  no  useful  output  may 
annmnt  to  little  more  than  paying  them  to  he  idle  and  calling'  the  paid  idleness 
enii>h)yment.  To  a  lesser  hut  a  very  real  degree,  paying  employees  on  federally 
supportetl  projects  more  than  tlieir  particular  jobs  aje  worth  means  essentially 
paying  them  to  bti  only  partially  employed,  that  is,  partially  unemployed. 

Re;;en,'oirs  of  public  and  private  non-profit  employment  projects  should  be 
direc-ted  so  that  the*  jobs  are  highly  productive  and  employees  should  be  paid 
the  value  of  their  product.  As  long  as  this  is  done  taxpayers  need  not  fear 
piihlic  employment.  There  need  be  no  stigma  to  such  public  or  private  non-profit 
employment  and  none  of  tlie  concern  and  untagonism  directed  toward  "welfare 
chiselers."  Unfortunately,  as  H.R.  HO  is  currently  drafted,  in  arguing,  for  ex- 
,^aniple,  for  "the  prevailing  rates  of/ pay  for  persons  employed  in  similar  occu- 
pations" or  the  prevailing  \x^n;e  determined  in  accordance  with  the  Davis- 
Bacon  Act,  section  402  prescribes  rates  of  pay  which  may  well  be  more  than 
the  value  of  the  product  produced. 

Even  taken  literally,  these  provisions  for  "prevailing  rates  of  pay*'  may  en- 
courage relatively  non-productive  work.  They  may  deprive  private  employers 
or  other  public  employers  not  directly,  affected,  of  productive  labor.  And  beyond 
the  literal  language,  the  opportunities  for  almse  in  building  into  the  economy 
nou-productive  \)ublic  employment  at  wages  which  set  a  floor  to  private  pro- 
ductive wage-scales  is  very  serioiis  indeed.  * 

FederaUy  supported -employment  may  be  expected  as  a. matter  of  policy  to 
pay  at  least  the  minimum  wage  or  a  rate  equal  to  unemplovmeht  benefits  which- 
ever is  n  eater.  Beyond  that,  it  should  be  the  aim  of  federally  supported  em- 
ployment projects  to  see  to  it  that  these  projects  are  as  t)rodlictive  and  useful 
as  possible.  Given  the  extent  of  our  public  needs,  I  see  no  reason  why  such 
projects  dannot  be  planned  to  be  as  productive  and  more  productive  than  much 
of  the  work  in  private  industry.  To  the  extent,  that  they  are,  theif  pay  should 
reflect  that  productivity.  Indeed  as  public  projects  prove  more  productive  than 
private  employment,  none  of  us  should  begrudge  their  continuance  and  their 
expansion.  But  under  the  guise  of  "Fair  Labor  Standards"  or  file  provision  of 
"prevailing  rates  of  pay"  there  should  be  no  distortion  of  labi)r  markets  or 
guarantee  of  high-paying  unproductive  public  employment. 

II.R.  50.  providing  for  enactment  of  the  Full  ' Employment  and  Balanced 
Growth  Act  of  1976  is  the  embmliment  of  a  dream  and  a  principle  which  when 
e.stablishe(l  and  implemente<l  will  lead  our  economy  and  our  nation  a  giant  step 
forward.  There  is  every  reason  for  the  Congress  to  move  promptly  and  ex- 
peditiously to  the  realization  and  enabodiment  of  that  dream. 

STATEMENT  OF  ROBERT  EISNER,  PROFESSOR,  DEPARTMENT  OF 
ECONOMICS,  NORTHWESTERN  UNIVERSITY 

ilr.  Eisner.  Thank  you  very  much,  Mr.  Chairman.  I  consider  it 
to  be  a  great  honor  to  be  here  this  morning,  and  I  believe  that  the 
Full  Employment  and  Balanced  Growth  Act  of  1976  that  yon  have 
pix>po.se<l  is  a  landmark  piece  of  legislation  which  will  go  down  in 
histK)ry,  when  enacted,  as  having  made  some  -tremendous  progress  in 
our  economic  system  and  in  providing  for  the  well-being  of  the 
American  people.  1  ^^7 
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I  heartily  support  the  basic  objectivesi^uid  principles  of  the  bill 
1  tliink.it  IS  past  time  that  we  estahlish  the  right  of  all  adult  Ameri- 
cans^ able,  wilhng,  and  seeking  work  to  oppoil unities  for  useful  paid 
emplayment  at  fair  rates  of  compensation. 

•  The  losses  from  unemployment  ai-e,  I  think,  more  than  what  many 
people  recognize.  We  talk  of  7.6  percent  unemployment.  The  chair- 
man  has  just  indicated  th©»  latest  report  is  7.5  percent. 

It  is  said  that  the  administration  niav  be  readv'to  sacrifice  10  per- 
cent of  the  people  on  behalf  of  90.  In  the  first  i>jstce,  we  shpiild. 
realize  that  even  with  7.6  percent  imeniplo^Tuent,  we  have  had>'^me 
20  million  people  who  have  sntrea-ed  unemployment  dunng  the-  last 
year.    ,  .  '  ,  •  . 

Of  con rst\  the  7.6  piM'cent  of  the  peoplt^  nuemi^loved  are  not  itn- 
employed  all  year.  People  are  out  of  wrk'  for  several  months/some- 
times  for  a  year.  The  uneniploynrient  directly  tonclies  a  vast  portion 
of  the  population.  .'      .      ^.  - 

P^haps  moiy  import^mt  than  that,  and  tliis  relates,  I  think,  very 
closely  to  the  issnes  of  inflation  and  unemployment  that -vwe  haVe 
louchod  npon,  is  that  with  unemployment  there. is  a  <ri-oat  loss  of 
outpm,  ■  / 

We  have  a  variety  of  estimates.  I  would  Bn<r.irest  in  4-he  last  year  we 
liMve,lost  s^me  $200  billion  of  output  that  mi^Ht  othei^-ise.  hnve  he(m 
produced  if  we  had  been  operating  at  full  employment. '$500  bilRon 
of  output  is  more  than  we  have  spent  in  all  of  the  year's  of  trai^ic 
^war  in  Sontheast  Asia.        '  x  ' 

If  we  lose  $200  billion  of  output,  it  means  that  not  only  the  un- 
employed suffer,  but  everybody — I  will  not  say  everybody,"  but.  vast 
proportions  of  the  population  suffer,  because  if  we  produce  less,  no 
matte^r  wlii^t  happens  to  prices,  there  is  simply  less  output  to  go 
around.  It  means  the  people  whose  stock  goes"  dowm  on  the  stock 
market  find  that  they  have  less  \yith  which  to  buy.  Independent 
businesstnen  whose  profit  goes  down  find  they  are  producing  less  and 
have  1^  to  buy. 

So  the  lass  of  nnemployment,  I  thmk,  has  \o  be  stiessed  not  only 
as  a  loss  to  the  unemployed,  but  to  the  entire  economy. 

Pplicymakers,  however,  seem  always  to  be  paralyze"cl  with  fear  of 
inflation  ,nnd  the  notion  that  inflntion  is  what  is  created  by  full 
employment  and  by  adequate  airgregate  demand.  As  a  matter  of  fact, 
as  has  been  pointed  out,  the  inflationary^emand  that  peopte  t^ink  of 
is  a  very  rare  occurrence,  possibly  a 'nonexistent  occuri-enc/j  itV  peace- 
time in  the  United  States.  ^    .   \  . 

By  that,  I  mean  inflationary  demand,  aggregate  demand  greater 
than  what  we  produce.  It  certainly  has  not  been  the  sitii^tion  of  our 
TT'eent  inflation.  Rather,  our  recent  inflation  has  related,  as  again  has 
been  pointed  out,  to  the  huge  increases  in-  petroleum  prices,  to  prices 
of  raw  materials  and  agricultural  products  in  world  markets. 

A  major  contribution  to  the  recession  that  we  have  suffered  has 
been  the  completely  misconceived  effort  to  combat  that  inflation  by 
tryinir  to  reduce  demand  :  allowing,  for  example,  a  $40  billion  swinir 
in  what  we  call  -the  full  employment  budget,  a  swing  to  surplus^, 
which"  means  a  tremendous  increase  in  the  effective  rate  of  taxation 
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on  the  Aiuencaii  people;  nloiig  with  that,  a  monetary  policy,  which 
did  not  permit  the  amount  of  xredit  to  grow^  it  should  have  in 
the  face  of  increasing  prices.  ' 

Now,  I  shoup  also  stress  that  there  is  a  huge  loss  hi  unomploy- 
meut  in  terms  of  what  I  think  all  the  members  of  this  conmrittee 
and  the  Anionciin  people  are  concerned  with,  investment  or  capital 
accumulation.  I  happen  to  have  devoted  the  bulk  of  my  pi-ofessionaj 
career  to  the  study  of  tlie  business  investment  and-  beyond  that,  tlie 
study  of  investment  and  capital  formation  genemlly.  The  fact  is 
that  with  uueniplpyment  and  recession,  yoir  have  a  great  drop  hi 
business  expenditures  for  plant  and  equipment,  but  what  is  more, 
aud  I  think  frequently  forgotten  is  the  key  to  productivity,  to 
^rrowth,  a  drop  in  ciipital  formation  of  all  kinds.  That  includes  the 
capital  formation  in  the  fonn  of  human  capital  of  t^ho  skills,  the  job 
experience^  of  the  American  working  people. 

When  you  have  uneinplo}Tnent:  yon  put  a  burden  on  future  gen- 
erations for  yeurs  and  yeai-s  to  come  because  tlue  people,  the  youth 
in  paiticular  that  do  not  get  jobs,  who  do  not  get  job  experience, 
never  acqniixj  the  hum  an  capital  that  enables  them  to  produce' hi 
the  future.  There,  again,  you  get  a  burderi  of  welfare,  of  crime,  of 
dependency.  *  ' 

To  allow  people  to  stay  imemployed  is  to  create,  I  would  argue,  a 
tremendous  crime  against  our  lynech  for  investment  and  oiir  dcvsire 
to  provide  for  the  future.  '  - 

Xow.  I  think  that  I  wcnild  not  be  of  adequate  service  to  this  com- 
mittee if.  despite  my  enthusiastic  endorsement  of  the  bill  and  the 
essential  provisions,  I  did  not  call  att>ention  to  what  s<»ems  to  me  to 
be  9ome  intPTTial  con tmdict ions  against  effective  implementation. 

One  I  will  just  mention  in  oreneral.  There  is,  throughout  the  word- 
inir  of  the  bill  a  number  of  statements  about  priorities,  about  goals, 
^nbout  fair^lahor  .'Standards.  They^ involve  objectives  that  I  share'^with 
uio.^t  of  the  members  of  the  committee.  I  believe,  and  backers. 

T  thii;ik  it  is 'important  to  think  of  this  bill  as  a  full  employment 
{iTirl  tyUanped^  growth  act.  to  make  it  clear  to  everybody  that  it  is 
not  a  xlevire.  or  instrument  for  any  kind  of  do-frood  proposals  or  oh- 
je^tives.  whetlier  in  favor  of  planning,  or  in  favor  of  free  enterprise. 

Tins  is  a-bill  to  provide  for  full  employment  in  the  best  find  most 
ofToptive  manner  in  which  it  can  be  done.  "  , 

There  is.  T  helieveyas  m  economist,  an  nnfoTtnnate  conc^.c;sion  to 
popiilar-mytholog\^  in  sectioTi  106,  'to  balance  the  Federal  budget  or 
create  a  surplus  linder  conditions  of  full  productio'm  employment 
and  pui^hasing  power' — page  16  of  the  subcommittee  print. 

This  may  .'^eem  to  b^  convfvntional  political  wisdom  and  a  widely 
expressed  economic  goal.  In  "fact,  we  have  no  basis  for  assumimr  that 
it  is  c07isi.=jtent  with  the  objective  of  full  employment.  The  essential 
issue,  atrain  here,  is  the  pro\asion  of  adequate  aggregate  demand.  Tf, 
witli  a  balanced  budfret,  aggregate  effective  demand  proves  less  than 
the  volume  of  gjjpds  and  .'services,  n]]  of  those  willing  and  able  to 
\york  can  produce,  then  txLxe&  should  be  le.'^s  so  that  demand  is  higher. 
Pai^adoxicall.v.  if  you  have  a  very^high  level  of  Government  expendi- 
tui'es^  hnire  Government  expenditures,  yon  may  want  to  have  taxes 
eqiui-l'to  those  expenditures  so  that  you  have  a  balanced  budget. 
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It  may  prove 'true,  if  you  avoid  unnecessary  expenditures,  that  even 
at  full  employment  you  will  find  when  you  tax  the  peoiJe  an  amount 
equal  to  expenditures  you  wull  be  contradicting  your  etlorts  to  achieve 
'full  employment.  * 

I  might  veay  briefly  ix)int  to  something  technical ,  that  perhaps 
many  people  have:  not  thought  of.,  AVe  talk  of  balanced  gmwth,  a 
•i,nx)wing  economy   with   balanced   growth.   That   iheaiS:  to  an 
•  economist,  that  everytliing  grows  in  proportion,  the  unemployment, 
capital,  savings.  The  nature  of  the  portfolio  remains  balanced.* 

In  this  Nation,  there  are  $600  billion  of  Federal  debt,  a  large  part- 
-  of  it  held  by  the  public,  pension  funds,  held  by  banks,  held  by  hi- 
.'^ui'iince  companies.  If  you  want  to  have  balanced  growth  and  yet 
want  to  have  a  balanced  budget  at  fidl  emplo3'ment  and  want  to 
liave  full  employment,  let  alone  a  surplus  tvnd  full  employment,  has 
it  occurred  to  tou  that  what  you  are  providing  for  is  a  reduction  in 
the*Federal  debt,  or  at  least  a  Federal  debt  that  does  not  grow? 

If  the  economy  grows  at  4  percent  per  year  without  inflation  with 
II  debt  currently  st^ding  at  $600  billion,  it  is  simple  arithmetic  to 
sec  that  in  order  to  have  to  balance  the  debt  \yould  have  to  grow  by 
^24:  billion  a  year  with  no  inflation,  I  shudder  how  any  of  yon  can 
face  tlie  voters  and  tell  them  you  really  do  not  believe  in  a  balanced 
budget,  even  at  full  employment. 

I  warn  yoviy  if  you  take  this  terribly  seriously,, you  are  creating  a 
;  new  shackle.  Yon  may  find  what  we  call  in  matliemntical  economics 
an  over-detennined  system*  • 

You  say  you  want  fulK employment,  yon  say  you  also  ninst  have  _ 
a  balanced  budget  -at  full  employn^ent.  I  do  not  think  any  economist 
can  guarantee  to  you  that  thoS^e  two  are  compatible. 

How  yon  wjint  to  word  that  and,  as  I  say,  face  up  to  the  popular 
mytholpgy,  I  cannot  really  say. 

]\rr.  Daniels.  Professor,  what  do  you  recommend  under  these 
c  i  I'c  ]  1  m  st^i  n  ces  ?  -  > 

^fr.  EisxER.  I  think  in  teiihs  of  language  you  should,  ask  for 
prtident  policy.  You  shouM  i*ecognize  with  fitjl^em  ploy  men  t  you  are 
likely  to  liave  much  smaller  deficits,  perhaps,  no  deficits.  I  do  not 
fliink  you  should  tiy  to^ legislate  a  situation  that,  you  must  have  a 
hahmce^  budget  or  a  surplus  at  full  employment,  because  it  is  not 
nt,  all  cleiar  that  that  is  really  going  to  be  compatible  with  full 
employment.         •  '    .  ^ 

It  is  a  touchy  issue,  t  know,  I  remember  President-  Kennedy  ad-^ 
dressinir.  himself  to  myths  in  the  famous  speech  in  Xew  Haven  in. 
1062.  that  it  is  not  easy  without  Presidential  leadership  to  try  to  dis- 
pell this,  to  succeed.  Popular  misconceptions  are  great,  and  there*  will 
be  demagogiies  among  politicians  who  will  insist  we  have  to  have  a 
balanced  budget,  and  this  Cfommittee  is  irrespdnslble  by  proposing 
full  employment  and  saying  it  will  not  mean  a  balanced  budget. 

A\nint  you  can  say,  very  clearly,  is  that  the  lUjige  deficit  ^-e  have 
had,  $70  billion  currently  in  thedast  year,  is  clearly  a  deficit,  over- 
whebnirigly  associated,  not ..  with' excessive  Fe(Jeral  spending,  but 
nnernploym<>nt.  If  you  wlant  to  reduce  the  deficits,  the  sure.st  way  to 
reduce  it  is  to  aim  towards  full  employment. 

72-531—16  9  '      '  ' 
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Mr.  Meeds.  Mr.  Chainnan,  may  I  interrupt  there  ? 

Afr.  Daniels.  I  recognize  the  gentleman  from  Washmgton. 

Mr.  Meeds.  Thank  you,  Mr.  Chaiman. 

Do  you  agree  that  we  will  comiB  closer  to  a  balanced  budget^  as- 
suming relatively  stable  trendlines  in  Federal  spending,  with  full 
employment  than  we  would  with  the  kind  of  unemployment  we  Imve 
now? 

yiv.  Eisner.  Yes,  I  certainly  would.'  I  think  that  would  be  an 
appropriate  focus. 
Mr.  Qote.  Would  the  gentleman  yield  ?  "    .  > 

Mr.  Meeds.  Yes.  * 

^\v.  QuTE.  T\Tiat  if  full  employment  was  created  by  putting  all  of 
those  7  million  ^people  on  public  service  employment? 

Mr.  Eisner.  No  matter  ho>V  you  achieve  full  employment,  you 
would  come  to  a  more  balanced  budget.  If  all  were  on  full  service 
employment,  I  do  not  undei'stand  tlie  bijl  providing  that. 

If  that  were  so,  these  *  people  would  be  etfuning,  these  people 
would  be  paying  taxes,  I  have  to  really  mject  the  question,  if  you 
forgive  me.  if  ypu  want  to  put  7  million  peeple  to  work— yoU  would 
not  put  7  million; people  on  t)ublic  servic^'employment,  because  if  2 
^  million  were  given  jbbs,  they  would  spend  enough  money  to  stimu^, 
late  the  production  of  goods  that  would  lead  to  the  hiring  of  another 
5  million  in  private  industiy.  / 

My  numbei*s  might  hot  be  precisely  right.  Indeed,  if  it  were  7 
miHion  unemployed,  you  would  directly  provide  for  7  million  ad-  . 
ditional  public  service  jobs,  then  you  would  be  creating  inflation. 

Mr.  QuiE.'  I  do  hot  understand  your  mathematics.  Thbse  7  mil- 
lion are  getting  some  kind  of  imemployment  insurance  or  welfare. 
If  they  were  on  public  employment,  you  would  substitute  the  money, 
so  their  earnings  would  b^  greater  than  they  are  receiving  now. 
But  they  are  spending  the  earnings  that  they  are  receiving  now 
through  imemployment  insurance  and  public  welfare ;  it  is  olfly  the 
difference  between  those  two,  that;  they  would  spend  in  addition. 
Their  taxes  are  not  going  to  be  very  great.  Surely,  they  are  not 
going  to  pay  as  much  in  taxes  back  as  you  are  putting  iii. 

Mh  Eisner.  Yes,  but  if  you  have  7  million  imemployed  to  begin 
with  and  you  put  7  million  people  to  work  with  more  income  than 
they  are  apparently  receiving  from  unemployment  benefits,  then 
you  have  the  7  million  people  working. 

In  addition,  you  have  additional  .purchasing  power  which  would  . 
go  to  try  to  buy  more  goods  and  services.  There  are  no  additional 
people  left,  by  your  arithmetic,  if  you  put  all  of  the  7  million  people 
to  work,  therefore,  I  would  suggest  that  would  be  inflationary. 

Suppose  the  7, million  on  unemployment. benefits  are  receiving  $20 
billion.  Suppose  the  7  million  on  public  service  jobs  are  receiving 
$35  billion.  Then  you  have  a  $15  billion  increase  in  spending. 

Again,  I  really  think  that  that  is  not  a  real  issue.  I  cannot  think 
that  anybody  would  contemplate  putting  7  million  people  on  public 
service,  jobs. 

Mr,  Qtjee.  How 'do  you  get  the  other  people  employed  if  public 
service  employment  puts  the  most  employable  ones  to  work?  What: 
about  the  less  employabtaBf>nes?  * 
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Mr.  Eisner.  I  do  refev  to  tliis  in  my  statement.  As  I  imderstand 
the  hill,  I  jthinlv  it  wisely  piwides  a  wide  variety  of  instruments  to' 
obtain  full  eanployiuent.  It  begins  fundamentally,  I  think,  as  it 
should,  in  asking  the  President  to  recommend  to  the  Congi*e5s  and 
have  the  Congress  consider  tuid  approve  appropriate  liscal  and 
monetary  policy  which  will  provide  the  right  level  of  aggregate 
demand.  ^  , 

That,  I  think,  in  a  free  enterprise  sy^em  is  the  first  line  of  de- 
fense. Th'e  great  tragedy  of  current  policy  without  this  bill  is  that 
the  administration  is  never  instioicted  to  ^  make  plans  to  provide  for 
.  a  tax  policy,  a  monetary  policy,  that  has  the  aim  of  full  employ- 
ment, in  jEact,  the  Council  of  Economic  Advisei^s  quite  openly  pre- 
dicts and  projects  long  yeai^s  of  imemployment.  That  is  in  part, 
apparently,  based  on  the  programs  advised  to  the  administration. 

The  first  line  of  defense  is  apipt>priate  monetary  and  fiscal  policy. 
Beyond  that,  the  bill  wisely  recognizes  that  thei-e  are  many  areas  of 
unemployment  not  readily  tiickled  by  overall  fiscal  and  monetary 
policy.  It  provides  for  youth  employment  pix)grams,  proAddes  for 
depressed  areas,  piovides  particular  measures  regardjlipig  cyclical  con- 
cei-n^.  It  provides,  for  example,  to  ti-y  to  urge  support*! or  State  and 
local  governments,  so  you  do  not  have  the  situation  as  in  my  St^ite 
of  New  York  City  or  elsewhere ''where,  in  the.  face  of  a  recession, 
•the  cities  and  St^ites  and  the  school  districts  aggravate  the  unem- 
ploj^ment  by  ha\ing^to  lay  off  •Avorkei^s  because  their  tax  revenues 
are  down.  ■' "     -  „  :^ 

Mr.  Meeds.  Mr.  Eisner,  if  I  may  interrupt,  it  would  ae  incorrecf 
to  assmne  this  legislation  which  encourages  other  programs  like 
the  Young  Adult  Consei-vation  Corps,  which  is  before  this  very  com- 
mittee, to  assume  that  this' legislation  will  just  see  that  the  most 
employable  are  hired.  Indeed,  the  Young  Adult  Conservation  Corps 
directs  itself  to  young  people  between  the  ages  of  18  and  25.  This 
group  of  people  are  among  some  of  the  most  imemployable,  indeed, 
twice  the  njjtional  average  rate  of  unemployment,  therefore,  some  of 
the  most  imemployable.  .  ^ 

It  would  stimulate  that  kind  of  activity. 

Mr.  QuiE.  If  you  would  yield,  it  would  be  the  most  employable 
youth  who  get  the  jobs  fir^. 

Mr.  Meeds.-  You  are  dealing  with  a  whole  group -bf  people  which 
and  among  the  most  unemployable,  and  in  dealing  with  the  unem- 
ployment problem,  you  have  to  look  at  groups  of  people,  black,  young 
black  girls  in  that  group  v\7>uld  be  just  as  subject  to  imemployment 
in  the  Youth  Conservation  Corps  as  21-year-old  white  girls  who  are 
much  more  employable.  ; 

I  think:  the  gentleman  from  Minnesota  is  mistaking  the  purport 
intended  in  the  bill.  . 

Mr.  QxTiE.  We  have  had  that  problem  in  other  areas,  for  instance,  t 
with  the  handicapped.  The  only  way  we  could  address  it  was  to 
require  employers  to  hire  the  most  severely  handicapped.  I  watch 
all  of  these  programs,  and:  it  is  the  individuals  that  are  easy  to  wprk 
with^ho  always  get  the  jobs.  ^ 

Mr.  Meeds.  The  gentleman  from  Minnesota  has  always  supported 
that  kind  of  legislation. 
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Mr.  QuiE.  I  supported  legislation  providing  jobs  going  to  the  most 
severely  handicapped.  *  . 

Mr.  JDaniels.  I.  think  it  \vould  be  appropriate  at  this  point  to  ask 
our  wftness  if  he  has  any  ideas  as  to  how  we  may  improve  youth 
employment  opportunity  and  what  ix)licy  you  ieel  that  the  Congress 
ought  to  adopt  in  this  comiection? 

Mr.  Ei^NEK.  Yes.  I  think  that  the  youth  employment  issue  is  a 
major  one.  Clearly  a  very  considerable  portion  of  our  miemploymeht 
is  concentrated  among  youth. It  also  then  tends  to  spill  over  into 
later  yeui^s.  Youths  who  ai^e  unemployed  in  their  teens,  they  have 
niucli  less  regular  work  histories  afterwards,  and  I  recognize  that 
this  bill  is  more  a  broad  plan  than  a  set  of  specific  legislative  prcN 
posals.' 

I  do  find  that  the  prmcipal  suggestion  in  the  bill 'is  ver>^  attrac- 
tive. I  can  add— I  do  not  know  if  I  am  adding  very  much  to  what 
is  not  already  in  the  bill,  but  I  would  consider  it  very  impoilmit:  ,to 
try  to  develop  programs  that  ease  the  transition  from  school  to' job. 
This  may  involve  subsidies,  ultimately,  from  the  Government,  but 
pi-ograms  that  would  see  to  it  that  youngsters  in  school  begin  to  ^et 
job  experience,  job  training,  and  then  employei*s  have  evej7  encoui*- 
agement  to  hire  them,  perhaps  part-time  while  they  are  in  school 
and  then  pick  them  up  full  time  when  they  leave. 

It  is  an  inidue  biirden  to  leave  to  yo\mg  people  what  might  be 
cjilled  the  anarchy  of  free  markets.  I  am  a  great  believer' in  free 
markets,  but. one  place  where  you  dp.have  difficulties  is  to  take  people 
who  are  relatively  imtraiped,  who  have  not  had  jobs,  and  expect  them 
to  find  jobs,  expect  employers  to  hire  them. 

Indeed,  one  of  the  great  strengths  of  our  system  is  one  of  its 
wealaiesses  that  we  have  to  learn  to  meet,  is  simply  that  we  are  not 
a  slave?  economy.  Since  we  are  not  a  slave  economy,  it  does  not  pay, 
an  employer  except,'  perhaps,  a  baseball  club  in  the  days  of  the 
reserve  clause,  to  take  aiveniployee,  take  a  chancjs  on  hirgi'  invest  in 
training  him,  figuring  i¥che 'works  out  he  will  prove  valuable,  we, 
will  keep  him.  %   *  ^  J 

The  fact  is,  no  employer  can  liave  the  guarantee  that  he  will  keep 
such  an  e^nployec.  Therefore,  it  does  not  pay  him  to  invest,  to  take 
the  chance.  It  does  pay  society,  l>ecause  we  know  by  the  statistics, 
by  probabilities,  that  most  people,  given  the  .chance  to  '  work,  will 
work  successfully.      -  ^ 

Therefore,  it  behooves  the  Congress,  I  believe,  to  implement  pro- 
grams that  will  make  it  in  the  interest  of  employers  to  hire  the 
young  and  inexperienced,  give  them  training,  not  to  leave  it  to  a 
rather  chaotic,  hit-or-miss  system  whereby  a  vpcational  school  pr  • 
schools  happens  to  give  traJning,  has  no  idea  whether  the^  training 
will  be  appropriate^  for  jobs  that  are  available,  and  leave  people  jn 
a  situation  where  they  do  not  even  know  if 'it  pays  to  try' to  pre- 
pare for  a  job,  because  they  have  no  idea  whether  they  will  get  the 
job  when  they  finish  their  preparation.  ' 

Mr.  Sarasin.  Would  you  yield  at  that  point  ? 

In  your  statement,  you  talk  about  the'  possibility  of  eliminating 
the  social  securitjr  Ntax,  ^for,  ages,  under  21.  Woujd  you  also  consider 
it  a  possibility  of  a  wage  ^^le  that  is  less  than  a  minimum  wage? 

•/  ^  ■  . ■■■  " .  ih   ■  '  ■  .•■    :  '  ■ 


Mn  EiSNEu/That  issue,  of  course,  frequently  comes  up.  I  can  ap- 
preciate the  argument  for  it.  w  ' 

I  think  elimmating  the  sociar  security  tax  for  those  under  21  is 
a  much  preferable  piweduit^,  xVlong  with  that,  I  would  suggest,  if 
necessaiT,  subsidies, 
^  I  do  not  think  it  would  be  wise  to  eliminate  tlK5  minimum  wage 
'law,  to  make  that  kind  of  a  dent  in  it,  even  for  the  young,  in  that, 
it  does  seem  to  me  in  a  society  as  productive  as  ours  it  should^  be 
possible  to  have  any  worker  worth  as  much  employed  as  the  modest 
minimum  wage  requirements  that  we  have. 

I  re^»ognize  realistically  in  many  situations  that  may  not  appear 
so  to  an  employer.  Therefore,  I  think  it  is  the 'duty  of  the  Govern- 
ment to  see  to 'it  that  workers  are  either  trainecl  or  given  informa- 
tion as  to  the  location  of  jobs,  or  even  helped  to  move  to  areas 
where  jobs  are  available  so  that  they  are  able  to  produce  up  to  the 
minimum  wage. 

I  will  not  say  I  am  a  believer  that  all  men  really  have  equ'al 
^ibilitv  and  equal  productive  power,  I  am  enough  of  an  egalitarian 
to  believe  that  it  is  not  tvue  that  there  are  very  many,  people  in  our 
0-  society  that  are  so  dnuU)  or  so  weak  that  they  cannot  produce,  given 
(he  great  experience  and  kn'ow-how  and  capitaJ-int<?nsiveness  of  our 
economy,  enough  to  meet  the  minimum  wage. 

If  it  is  the  case  in  .regard  to  the  young  and  inexperienced  workers, 
then  I  think  that  it  would  be  it^latively  che^ip  and  inexpensive,  if 
necessary,  if  the  social  security  tax  exemption  does  not  go  far  enough 
to  have  programs  of  subsidy  whereby  you  can  subsidize  an  emT 
plover,  if  necessary,  to  hire  a  young  worker  that  has  no  experience 
and  tliorefore  is  t90  big  a  risk  for  him  to  want  to  bother  with  it. 

I  guess,  by  the  way,  that  that  unemployjnent  is  not  going  to  be 
that  susceptible  to  minor  ^differences  in  <wage.  If  I  could  put  myself 
in  the  shoes  of  a  small  employer  Wondering  about  hiring  some  kid 
who  has  no  job  experience,  who  may  turn  out  to  be  absent,  tardy 
'  unreliable,  even  dishonest,  I  do  not  think  the  difference  between  $2.25 
and  $2  and  $1.75  is  the  crucial  difference. 

He  says,  I  do  not  want  to  take  a  chance  on  this  kid.  It  does  not 
pay  me,  I  would  rather  have  a  good,  experienced  worker, 

i  think  to  change  the  minimum  wage  law,  to  cha^^  that  is  to 
bi^li^  down  a  goal  for  a  quixotic  purpose. 
.     Mr.  Sarastx,  I  do  not  understand  the  difference  as  far  as  the 
.overall  effect  is  concerned.  You  say  you  will  pay  an  individual  more 
.     if  Ire  i?  over  21  than  if  he  is  under  21,  which  is,  I  think,  what  I 
suggested  with  the  youth  differential,        ^  ^ 

Perhaps  I  do  not  understand  the  application  of  the.  principle. 
It  would  seefh  to  Vne  if  the  employer  is  not  paying  him  that  5.85 
percent  at  this*  point,  obviously  he  is  hiring  that  individual  for  lower 
waces,  . 

'\\liat  encouragement  would  tjiere  then  be  to  keep  him  when  he* 
becomes  more  expensive?  What  encouragement  would  there  be.  to 
keep  the  individual  who  happens  to  be  there  now,  over  21  and 
more  expensive?  f 

^fr,  Etsxkr.  The  encouragement  would  l)e  that  the  older  worker 
with  more  experience  would  have  an  extra  value  equal  to  more  than 
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that  clifforential.  I  would  doubt  if  uiauv  employers  would  find  it 
expedient,  having  hired  a  person  at  17  or  18  and  taking  advantage 
.  of  what  differential  there  i$  in  tcpms'of  tliQ  employment  tax,  I 
•    doubt  thatjie  would  want  tp  '.firQ  the*  worker  at  21  because  of  a  dif- 
'   feivn^e  of  5,85  percent  that  be  would  hUve.'tojjay.  .  / 

The  real  problem  is  we  JcnoXv  en^jloyers  jire  hesitant , to  hire  peo- 
ple without  oxperieijce.  Once.  ^a.  worker  has  experience  anil  is  a  re- 
.habl|>  worker^  he  is^hot  lik#  to  w^int  to  lay  him  off  for  that  small 
diffqtential.  >      -  '  '  ^  ^    V'?^"  ''^  '  '  ' 

QuiE.  Could  1  ask  you,  what  it  we  IraH  no  minim^ura^age  at 
■  oil  for  those  under  21,  the-ininimum  wage  began  at  21?  : 

\  Mr.  ErsxKn.  I  think  there  wwdd  l)e  two  tlxings  that  would  ]\appen. 
J^or  oile  thing,?!  heheve  there  is  lijccly  to  be  an  effective  minimum 
-  wage  if  applied  by  yourig  people  themselves.  It  may  sad— 
o  perhaps  it  is  i^alistic,  perhaps  it  is  right.  It  may  be  that  many 
kids  an/ going  to  say,  damn,'I  ain  not  going  to  work.' for '$X  an 
hour  I  would  just  as  ^oon  hustlo  br  stand  on  the  street  cbnler  ocb 
sell  dope  or  run  tiuml)ei-s  or  one!  thing,  or  another.       -  - 

There  is  a  limit  to  how  low  i>eople  are  going  to  go  in  offeria^ 
their  ser^nc^.  It  is  not  at  all  clear  that  eliminating  the  minimum* 
wage  is  going  to  increase-employment  markedly  for  young  peopleV 
Uhat  vou  nmj  find,  it  may  paradoxically  make  your  statistics  look 
l)ett^r,  b^^c^iufsc  unemployed,  you  know,  are  those  who  are  looking  for 
work  and  cannot  find  a  job.  It-may  be  that  people  will  not  bother 
to  look  for  work  if  the  only  jobs  available  are  so  low-payh/g  it  does 
not  seem  worth  it  to  get  dressed  up  and  pay  the  carf are. to ^get  there 
1  agrete  with  you  that  there  is  a  wagei  below  which  -^liey  will- not 
work  I  do  not  see  the  ne<:essity  now'  of  a  minimum  wage  for 'such 
inrlividuals,  because  you  do  not  have  a  whole  sweatshd^  problem  any 
more;  let  them  work  that  out  in  their  community,  however  it  fits 
.soine  places  it  is  $2.30  an  hour,-  nobody  would  ever  work  for  less- 
..than  that. 

_  In  other  co^)uiunities,  tfiey  dp.  They  are  willing,  judeinir  from 
those  who  aWnot  covered  by  cinplbyment  standf^rds;  young  people 
do  .^ork  for  less  than  that.        '       J;  ^.  ^  ^ 

.  Mr..  Eisner.  I  do  not  know  how  much  we  want  to  get  huni?  up 
on  the  minimum  wage.  With  all  due  respect,  it  is  one  of  thos^  is- 
sues that  pe^le  have  used,  thaUthey  bnng  in.  I  think  it  can  be 
soi^ething  of  a  red  herring,  an  interference  with  the  main  objective. 

Ihere  are  inany  arguments  on  both  sides  of  the  minimum  wage, 
many  of  which  I  am  sure  many  people  feel  serioujSVi" There  is  in-, 
nor-ance,  tliere  is  exploitation  in  our  lalK)r  market.  There  are  pockets 
of  relative  poverty.      ,  ... 

To  eliminate  the  minimum  wage  is  to  encourage  their. persistence, 
encourage  a  situation  where  cmplovehs  can. get  away  ^ith  pavincr 
workei-s.a  very  low  wage  because  the  worker,  even  though  lie  is 
worth  more  than  that;  does  notjcnow  .Where  to  find  an  e^ptex^er, 
where  to  hnd  someone  who  will  pay  him  more.  ^  ' 

1  would  rather  see  even  urfempioyment  created  to  a  certain  extent 
by  ihis  rninimum  wage  and  then  hifve  the  Congress  address  itself 
to  the  problem  of  matching  workerf^  with  openings  and  training  and 
see  that  they  can  earn  it.  If,  you  Eliminate  the  minimum  wacre^  you 
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will  find  with  the  minimum  wage,  by  comparison,  undoubtedly  many 
workers  wei-e  being  paid  a  higher  wage  tluin  they  would  be  paid 
otherwise,  and  woi-e  not  imemployed  as  a  consequence.  .  ^ 
•  It  is  not  tnio  clearly  that  raising  a  wage  above  what  mi^ht  prove 
to  bo  a  free  market  wage,  a  minimum  wage,  is  going  to  drive  many 
people  out  of  work.  It  may  raise  the  wage  for  substantial  numbers 

\6i  employees.  •  '       .  '\^.* 

'  Mr.  Qtjie,  One  other  question.' 

Many  people  who  are  over  21  feel  that  they  should  receive  more 
than  the  yofeg,  that  their  maturity  should  enable  them  to  earn 
inore.  There  are  a  number  of  people,  as  you  indicate',  \yho  are  em- 
ployed earning  slightly:  above  the  minimum. 

Your  suggestion  of  not  paying  the  social  security  tax  on  em- 
ployees under  21,  that  either  ^they  or  the  employer  pay  for  that 
11  percent-plus,  that  Really  means  there  is  an  incentive  to  the 
employer  to  hire  the  youth.  He  does  not  have  to  pay  them  .as  much 
as  he  does  the  bnofe  oVer21,  l>ecauso  of  the  social  securityjlie  pays 
on  the  older  employees,  and  the  youth  earns  more  ►mbnerlhan  the 
one  over  21.  It  would  seem  to  me  that  Traoiild^Taise  all  kinds  of  . 
dissatisfaction  among  peof^le  who  are  olde>veveif  more  dissatisfacr- 
tion  than. if  youjiad  a  lower  minimum  wage'and  no  minimum  wage 
for,  the  younger,' because  the  ones  who  are  older  are  either  going  to; 
have  to  support  thwnselves  alone  or  support  some  other  people  Anfl: 
a  family  and  a  youth  does  not  ?   4  W     ,    .       ,        ,  •x-.^ 

■/  Sir.  Etsxer.  It  would  be  Ufifortuntfte  if  joeople  viewed  it  that  way. 
Jhis  is  a^olpaTsihiation  who^^  m6reyj)eopg^*itro  working.  As  a  con-;^ 

"SequerKJeTrnere  wiN 

I  nfight  add  thatjthe  ej^tending  social  security  taxes  to  those  under 
•21  is  huite  uiilMiuitjible  and  .unfair  from  another  standpoint.  I  credit 
my  gdod'frfend  arid  coBeague,  ^Milton  Friedman,  with  whom  I  do 
not  aWays  agree,  ift  pointing  this  out  as  welU  That  is,  that' working 
peopli,  unlike  us-ifol lege,  graduates  ^ho  study  long  and  finally  get 

►doct^aiyis  and/d#not'^t  rtctive  in  the  labor  force  until  later,  your 
averigl  workihginan,  many  of  .  Mr.  Wcppddock^s  constituents,  start 
work  early.  They  work  from  17,  18,  they  aife  contributing  to  social 

,  seci^Fity  fpr  many  more  years  than  the  executives,  the  college  edu- 
cated. Tney  do  not  get  more  benefits  as  a  consequence. 

The  social  security  legislation  does  not  work  out  that  way.  They 
are  rontribnting  now,  at  18,  to  get  something  back  when  they  are 
on.  The  present  value  of  what  they  get  back  in  the  future  is  very 
low.  .  ♦ 

Wliat  is  more,,  the  working  pebple,  as  we  know,  that  start  work 
early  tend  to^live  less  long.  We  can  make  every  argument  pf  equity 
that  it  would  be  fair  not  to  start  the  social  security  payments^that 
early.  r 

That,  of  course;  is  another  kind  of  argument.  I  was  really  address- 
ing: myself  essentially  to  the  question  of  trying  to  encourage  youth 
emplo^inent. 

If  I  may,  there  is  one  other  point  I  would  like  to  pick  up  on- 
Mi\  Daniei^s.  I  appreciate  it".  Time  is  mpving.on. 
Mr.  "EiSNKU.  The  other  major  point  I  would  like  to  raise  with  you 
—and  I  hate  to  be  critical  of  section^  of  the  bill,  because  I  think  the 
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obj^tive  IS  so  overwlielmingly  important— you  can  read  my  whole- 
Stat (>ment  and  perhaps  ^ret  more  detail  on  some  of  this,  but  I  think 
■  sect rpn  206  and  its  provision .  of  priority  and  eligibility  criteria  is 
most  unfortimate.  ' 

In; section  102,  the  bill  states:  "Tlie  Congress  declares,  and  it  estab- 
lishes the  nght,  of  all  adult  Americans  able,  willing  and  se^kinc 
worl^  tJie  opportunity  for  useful,  paid  employment;"  yet  in  section 
20(),  m  provKling  for  reservoirs  of  federally  operated  public  employ- 
ment pojects  and  nonprofit  emplojTnent  projects,  it  is  indicated  that 
amomr  the  criteria  for  employmcnUto  these  projects  should  be  the 
number  of  other  workers^  in  the  hdtflHld  and  household  incomes. 

1  kpow  this  was  <v  well-mtende<fffr0^bn.  Let  us  stop  to  think 
what  it  means.        .'  \ 

It  Means  if  5^011  were  a  womatt^d  you  have  a  husband  who  1s 
working,  your  right'  to  a  job  is,  l^^^ffect,  abridged.  You  are  told  you 
are  down  low  on  the  priority  list,  if  you  have  a  husband  working, 
Sony,  apparently  wje  cannot  give  you  a  job. 

If  you  liappen  to  come  from  a  family  that  has  substantial  income, 
vou  are  toI(l.  T  do  not  care  about  you  as  an  individual,  your  family 
has  enough  inc/jrne;  either  because  your  father  is  a  doctor  or  a  lawyer 
or  bocaw  ,  .  on  zvo.  two  or  three  brothers  or  sisters  working.  Tlieie- 
tore,  you  .i.,  noi  any  longer  hare  this  right  to  a  job. 

I  might  a].-x>  iwint  out  a  very  tragic  experience  we  have  had  in  our 
welfare  programs  with  the  Aid  to  Families  with  Dependent  Children 
where  w^  know  vqiy  well  if  yon  insist  that  the  aid  go  .only  to  fami- 
lies wherp  thenj  1.^  no  wagp  earner  in  the  family,  what'  happens  is  a 
man  who;  might  be  earning  deserts  the  family,  either  officially  or 
really,  so  |;hat  there  can  be  welfare  benefits  available. 
-  I  would  suggest  that  this  provision  has  the  serious  danger  of  op- 
erating in  the  same  way.  That  is,  if  you  liave  a  person  wlio  wants  a 
]ob.  If  yon  have  a  family  in  which  a  person  needs  a  job  and  there  is 
somebody  else^ working,  tliat  other  person,  perhaps  the  man,  had  bet- 
ter desert  if  that  woman  expects  to  be  able  to  get  a  job,  at  least  inso- 
lar  as  sex;tion  206  goes. 

I  would  really  strongly  urge  that  the.  Committee  tliink  about 
amending  tliat  provision  to  make  sure  that  you  do  not  establisli  nri- 
.onties  on  stich-eirrployment  that  relat*  either  to  other  empl«Anent  in 
the  hotiseliold  or  to  other  income  in  the  household.  - 
•     I  wouhV  think  a  simple  basis  for  priority  shoiild  be  tlie  lentrth  of 
unemployjineiit.  i  f,       1  , 

That  Wads  me  finally  to,  I  hong,  one  constructive  suggestion  that 
you  might  think  alwiit,  and  that  iTperliaps  we  think  seriously  aboiit 
Iimiting^I  hope^this  is  of  appeal  to  many  conservatives  on  tlie  Com- 
mittee or  elsowhei-fr-think  .seriously  of  restricting  the  duration  of 
unemployment  benefits  and  .substituting  for  unemployment  Ijonefits 
that  may  last  f,.'',  weeks  or  r>2  weeks  or  wliat  linve  you,  just  the  kinds 
of  lohs  that  are  provided  for  in  tliis  bill. 

You  might  well  say,  all  riglit,  a  per.son  is  entitled  to  unemploy- 
ment benefits  for  .3  months.  If.  at  tlie  end  of  3  months,  lie  does  not 
nave  %job,  then  he  can  get  a  job  on  one  of  the  public  employment  or 
hiVrP'  """P'""^"'  ^f"Pl"y'"<'nt  projects  that  are  envisaged  in  this 
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That  would  have'  the  advant^e  of  diacour%w  people  f  roni'  abus- 
ing the  uixemplovment  ingurancc  provisions.  certainly  do  not 
want  to  tell  people  they  have  to  begin  starving' Jnfter  3  months  or  65 
weeks.  We  do  want  to  offer  them  jobs. 

.  It  would  really  be,  in  the  long  run,  much  \^  costly  to  the  country. 
It  is  better  to  pay  a  person  50  percent  more  on  a  job  where  he  is  pro- 
duping  more  than  pay  hiin  unemployment  benefits  where  he  produces 
nothing.. 

That,  I  think,  would  be  an  appropriate  dii-ectionin  which  to  move, 
and  perhaps  a  good  substitute  for  trying  to  restrict^  employment  to 
those  who  do  not  have  anybody  else  working  in  the  household,  who 
do  not  have  much  other  household  income. 

Mr.  Daniels.  If  my  memory  serves  me  correctly,  when  unemploy- 
ment insurance  was  made  available  to  unemployed  workers,  the  bene- 
fits ran  for  a  period  of  26  weeks.  Then,  as  unemployment  increased, 
the  time  period  for  the  payment  of  benefits  was  also  increased  from 
26  to  39  weeks,  then  it  ran  to  52  weeks.  Then,  when  we  had  an  un- 
precedented level  of  unemployment,  in  excess  of  9  percent,  the  Con- 
.  gress,  in  its  wisdom,  increased  it  an  additional  13  weeks. 

It  is  presently  paying  benefits  for  a  total  period  of  65  weeks  to  one 
who  has  been  unemployed  for  a^dng  period  of  time. 

Let  us  assume  that  the  levAs-^f  unemployment  nationally  are  re- 
duced to  a  mucli  lesser  figure  than  we  have  today,  which  I  understand 
is  7.5  percent,  to  what  level  do  you  think  would  be  a  realistic  and 
practical  level  to  pay  out  benefits  with  a  high  level  of  imemployment 
nationally? 

Mr.  EisNKR.  Understand  that  I  would  not  <?ut  off  behefits  under 
any  situation.  What  I  am  saying,  we  should  substitute  jobs  for  the 
beneifits. 

I  would  like  to  encourage  people  to  have  a  job:  I  would  think  that 
it  is  a  curious  kind  of  unconditional  surrender  on  the  part  of  the 
public  and  the  Congress  to  isay  afjter  26  weeks,  we  cannot  find  a  job 
for  people,  we  will  give  them  benefits  for  52  weeks.  After  52  weeks, 
the  economy  is  in  such  bod  shape,  we  still  cannot  find  jobs  for  people, 
we  will^ve  them  benefits  for  65  weeks. 

What  we  should  do  is  say  if  you  have  unemployment  benefits  for 
a  brief  period  because  you  may  be  temporarily' laid  off,  you  may  need 
tinie  to  search  for  another  job.  If  you  cannot  find  one,  then  I  think 
■  the  Humphrey-Hawkirfis  bill,  H.R.  50,  proviclcs  just  the  right  solu- 
tion.  It  should  be  integrated,  then,  with  the  unemployment  system. 

You  can  fjay  if  the  person  does  not  have  a  job  after  3  months  and 
he  applies  to  thft  oflTico  set  up  under  this  bill,  he  is  told,  you  no 
longer  haye  benefits,  you  have  a  job.  It  should  be  the  responsibility 
-  of  the  administration,  those  executing  this  bill,  when  enacted,  to  fiee 
to  it  that  there  are  pmductive  jobs  available  for  people  who  haVe 
been  unemployed,  lot  us  say,  for  more  than  3  months. 

Mr.  Hawkins.  May  I  ask  a  question  ? 

Mr.  Dantex/?.  Surely. 

Mr.  Hawkins.  Are  you  not  in  effect  saying  that  if  we  liave  a  real 
full  emnloymrnt  program,  as  wc  envision  in  ILR.  50,  that  the  need 
for  uncWployment  (jompensation  would  decrease  tremendously,  so 
what  you  are  talking  al)ont  is  a  very  small  residual  group,  instead  of 
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$20  billion  being  now  expended  on  unemployment  compensation  is  a 
copout,  a  failure  to  have  the  right  economic  policies. 

Wo  probably  would' reduce  that  to  a  small  amoiuit  of  that—let  us 
hazard  a  guess:  somewhere  in  the  neighborhood  of  $1  billion  or  $2 
billion  other  than  the  $20  billion. 

What  you  are  no.w  suggesting  is  that  that  residual  group  might 
be  handled  in  this  vi^-ay.  Those  who  might  not  be  unemployed  again 
for  the  length  of  time— they  are  now  unemployed,  but  may  be  again 
for  several  months,  if  the  program  operates  as  jve  envision  the  pro- 
gram to-^  operate^  the  point  that  you  are  making  is  that*  it  may  be 
somewhat  covered  by  tlie  n<>nnal  operation  of  the' bill,  but  as  a 
residual  group,  you  aie  suggr'sting  that  work  be  provided  for  those 
who  will  be  unemployed  beyond,  let  us  say,  3- mo^jths  or  some  other 
penod  of  time.  .  • 

Mr.  EiSNKU.  Yes.  that  is  perfectly  correct,  Mr.  Hawkins.  I  thinU 
you  have  put  it  well.  Certainly  most  of  the  unemployment,  most  of 
the  benefits  would/no  longer  be  nece^rv  with  this.bi'll,  but  I  would 
still  recommend  that  the  residual  linmiployment  be  taken  care  of  this 
way  and  in  part,  I  think  even  in  terms  of' political  appeal— althoiigh 
I  should  not  venture  mto  the  political  realm— as  you  do  know,  there 
IS  great  concern  in  tljis  country  about  welfare  cheaters,  t^ose  people 
getting  benefits  they  ai-e  not  entitled  to.  ^       .  * 

I  think  if  a  full  employment  bill  came  forth  saying,  we  are  jiot 
givin/r  handouts  to  people;  we  arq  trying  to  do  away  with  that.  The 
American  people  want  to  work.  If  sofuehow  fUe.y  cannot  find  a  job 
after  some  period  of  time,  3  mouths;  we  are  even  going  to-^^  to  it 
as  a  last  resort  we  will  have  a  Job  fpr  them. 

Mr.  Qttir.  Mr.  Chaimian,  I.' do  not  understanc}.  We  are  talking 
about  .''i  I  onths  of  unemployment?  *-  . 

Mr.  KisxKR,  I  put  out  the  figjife  of  3  months -without  any  great 
consideration.  ,  ,  ,  " 

Mr.  QuiE.  WhatevcF'po^l&ou  have,  what  happens?  I  do- not 
undcTstand  whathapp('.ns. 

Mr.  EifeNt.R.  Ayhat  would liSppcri,  I  would  say,  technically  undet 
our  unemployment  insurance  sy.stem,  a  person  is  suppose>dl/  looking 
fop  work,  As  long  as  he  is  looking  for  work  and  cannot  find  it,  he  is 
^"teged  to  unemployiiient  benefits.  If,  at  the  end  of  3  months,  he  ia' 
ulSgaio  to  find  work— if  we  pick  a  3-month  period- then  I  would  say 
t«e  government  should  indicate,  all  right,  you  have  not  bexin  able  .to 
find  a  job  \A  private  employnient;  we  now  have  tliis  reservoir  of* 
public  jobs  and  private,  nonprofit  jobs  aitd  it  might  even  involVb 
private  employment  jobs  the  govcmmerit  has^  arranged  somehow 
|hi*oiigfi  snlwidy.  .  .  ^    '  ' 

You  tJike  this  job.  This  is  a  substitute  for  your  unemployment  bene- 
fits, presuiriably  at  more  pay  than  unemployment  benefits.  I  am  not 
suggestinir  it  may  b(j  of  the  pay  of  privaUj  industi7.  Tlie  person 
would  still  have  an  incentive  to  go  elsewhei'c. 

I  do  Hiink  that  Mie  public  employment  jobs  should  pay  whatever 
the  job  is  woith,  and  I  think  it  should  be  »he  policy  of  tlie  Congress 
.to  see  tliat  the  public  service  iobs  whicli  are  i)rovided  are  useful  jobs- 
.^/^^C'^^^^^'^'  ^^'^^^  <h'al,of  useful  and  impoitant  work  to  be 

done  in  the  public  sphere  and  nonprofit  sphere.  There  is  no  reason  . 
to  think  of  Hiesi'  as  leaf-raking  jol>s. 
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;  I  think  it  should  be  the  purpose  of  the  Congiess  to  provide  useful 
ones. 

Mr.  QxTiz.  Your  answer  to  Mr.  Daniels  was  yoli  would  not  cut  off 
unemployment  msurance  at  a  3-months  period.  It  sounds  ns  though 
you  are  saying  sx>meone  from  tlie  Federal  Goyemment  would  tell  the 
j^rson,  you  are  no  longer  going  to  have  it,  you  are  going  to  go  to  a 

Mr.  Eisner.  That  is  right.  I  would  not  cut  off  financial  support,  but 
•  tlie  support  would  be  In  the  form  of  a  job  rather  than  uneuiplovment 
msurance.  ,  , 

Mr.  QuiE.  That  person  would  take  that  job  whether  he  liked  it  or 
not  ?  '  ♦  ' 

Mr.  Eisner.  It  could  l)e  whether  he  likes  it  or  not^  yes.  This  is 
somethmg  one  would  have  to  consider.  That  might  be  appropriate: 

Obviou.sly,  you  would  undei-stand  that  the  jobs  would  be  reason- 
,ably  appropriate  jobs  for  these  people.  I  would  believe  that  most 
people  would  prefer  it.  I  do  not  know  why  a  person  would  not  want^ 
a  job  rather  than  to  continue  to  rejuain  idle.  ' 

Ml-.  DanAls.  Mr.  Sarasiii,  do  you  have  any  questions  ? 

Mr.  Sarasin.  I  am  wondering  with  your  comments  that  you  are 
assnmiiig  that  wages  are  not  applicable  in  the  situation.  Would  you 
agree?  I  am  trying  to  go  back  to  something  I  read  in  the  newspaper 
or  heard  on,  the  radio  that  perhaps  it  is  attributed  to  Dr.  Burns.  He 
said  that  public,  service  employment  should  not  necessarily  compete 
as  far  as  wages  are  con<x>rne<l  with  the  private  sector. 

Mr.  Eisner.  I  was  bpfoie  the  Joint  p]conomic  Cominittee'with  Dr. 
Burns  a  couple  of  >yex3ks  ago.  I  would  not  agree  with  that  statement 
of  his.  I  do  not  think  that  you  should  set  up  public  service  jobs  as 
something  undesirable  that  has  a  stigma,  that  are  jobs  for  poor 
people.  I  do  think  that  jobs  should  be  set  up  to  be  as  productive  hs 
possible  and  one  shoiild  try  to  see  to  it  that  tlio  workers  on  these  jphs 
are  pAid  for  what  thq  Avx)rk  is  WQith. 

It  you  can  find.i?T^blic  service  jobs  that  are,  in  effect,  worth  uVoie, 
more  than  jobs  m  pubric  industry,  so  be  it.  Then  you  may  we}lAf>nd 
workei-s  being  attracted  away  from  private  industry  to  work  in^tfiose 
jobs,  arid  nobody  should  regret  it,  because  apparently  these  jobs  are 
better  paying 

However,  if  they  are  not  that  productive,  then  they  should  npt  pay 
that  much.  I  do  have  trouble  with  the  provision  of  applying  the 
Dayis-Bacpn  Act  or  other  notions  of  prevailing  wage.s',  m  that  pre- 
vailing wages  in  an  occupation,  in  an  area,  are  not  actually  what 
that  job  is  worth.  If  yqu  get  into  the  l)ox  of  setting  wages  which  are 
more  than  jobs  are  worthy  then  you  do  run  into  the  danger  of  dis- 
torting the  alloeation  of  resoiiroe^  in  the  economy  and  pulling  people 
away  into  less-productive  jobs. 

Clemly,  of  course,  tliis  is  not  the  purpose  of  the  act. , 

Mr.  Sarasin.  Do  you  tliink  any  adjustments  should  be  made.  in. 
wages  paid  in  the  private  sector  iii  an  industry  whore  the  demand  of  ' 
the  nroduct  has  decreased,  assuming  if  the  wages  were  droppedV  i^ 
would  stimulate  a  demand  for  tliat  paHicular  product? 

Mr.  EiflNKR.  T  do  beli  eve  in  {lV4^  markets,  T  think  if  you  had  full 
employment  and  you  1 1 ad  a  fall  in  demand  for  a  product,  you  would 
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not  likely  find  workers  accepting  lower  wages.  They  would  simply 
move  to  the  other  occupations  where  the  wages  remain  high.  Tliat 
is  as  it  siiould  be.  .* 

I  would  like  to  remind  everybody  that  a  free  enterprise,  private 
profit  economy  that  we  are  all  happy  to  support  does  not  guarantee 
a  profit  for  everybody.  If  the  demand  falls  because  people  no  longer 
want  to  buy  something,  that  is  tough,  but  resources  should  move  out 
of  that  company  or  out  of  that  industry. 

^  In  my  prepai'ed  statement,  I  deplore  what  has  happened  now,  for 
example,  oh»trade  legislation,  the  recent  act  of  the  Presidcmt  to  choke 
off  imports  of  steel.  i 

If  foreignei-s  find  they  can  produce  steel  and  sell  it  here  more  • 
clieaply  than  wo  can  produce  it,  if  we  really  mean  what  we  say  aboui 
fightmg  inflation,  wo.  simply  do  not  waAt  a  situation  where  we  , say 
the  American  steel  producers  are  going  to  be  protected  because  thoy 
are  going  to  be  injured  by  the  import  of  foreign  steel  at  lower  prices. 

That  goes  for  competition  abroad,  it  goes  for  compKitition  within 
tlie  country.  If  the  demand  for  large  automobiles  falls  off,  with  all 
<hie  respect  to  Mr.  Woodcock,  and  the  American  automobile  workers, 
it  may  jt)e  tjie  American  automobile  companies  do  not  learn  to  pro- 
duce ^afitomobiles  that  people  want,  people  may  start  to  buy  more 
television  sets  or  domg  more  traveling  by  plane.  - 

tfipj^frf^QS  (ijannot  bo  in  a  position  of  seemg  to  it  that  the  status  quo 
i.4rAlways  pix)tccted,  arid  every  company  that  has  sales  knows  its  salens 
aw  guaranfeed.  I  also  do  not  think  that  the  remedy  is  goinpr  to  fall 
on  workers  taking  lower  wages.  That  may  be  a  short-run  solution,  if 
tliere  i§*a  shoi*t-run  problem. 

In  the  long  nm,  clearly  if  thei^e  is  competition  in  tho-lttbor  iharket, 
workers  arfe  going  to  move  out  of  companies  and  industriips  that  are 
not  able  to  pay  the  wages  that  they  can  earn  elsewhere. 

Mr.  Sakasin.  We  seem  to  live  in  a  situation  of  ratchet  movement. 
We  can  only  move  in  one  direction.  ^V^len  doniahd  falls  off,  the  over- 
head never  seems  to  go  down,  or  has  any  ability  t.o  go  down. 

Mr,  EiSNEK.  I  would  .suggo^st  that  a  great  deal  of  the  fault  thei*o — 
~    T  hQpci  J  am  not  disrespectful — must  lie  in  the  Congress  and  in  the 
GoyernTnent>/ Qver  and  over  again,  there  are  actions  of  regulatory 
ag^.|k;re8;.ofrpV!)ce^  plans,  or  tariffs,  of  (|uotas  that  simply  pre- 

V0|1t  brieves  frpittr  fal^  instances  where  costs  have  gone  down 

.^e1s(^\f here  vyhe^^         should  fall.       ,  .  / 
\^  ^,  ■As.ii^^ohfii^'qri^^^     you  have  a  ratchet  effect.  With  respect  to  any 
^eharigeij^f  T^'iativc^  dc^         or  relative  cost,  some  prices?  go  up,  but 
nothing  ^K'  al.lo.^^ed  to  go  down,  Ix^cause  people  come  in  and  beseech 
you  and  say,  wVare  injured  by  the  foreign  competition,  or  we  need 
this  price  support. 

That  Avay,  you  do  have  a  built-in  tendency  toward  inflation. 

Mr.  Sauasin.  Thank  you  vei-y  much. 

Thank  you,  Mr.  Chainnan. 

Mr.  Danikxr.  Mr.  Hawkins,  you  did  not  have  an'  opportunity  to 
ask  Professor  Eisner  any  qucxStions. 

Mr.  TTawkinr.  T  will  just  sav  I  commend  the  tritnes.s.  I  think  T)r. 
Eisner  has  made  a  great  contribution  to  ,this  subject.  I  have  had  an 
of>portunity  to  read  the  statement;  lie  has  made  several  suggestions 
by  way.  in  iny  ppiuion,  of  strengthen inir  the  bill. 

Ul  ■ 
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I  think  that  they  are  very  constructive  suggestions  and  I  accept 
them  in  that  light,  and  I  certainly  wish  to  say  that  I  believe  his  tes- 
timony before  this  committee  has  been  vei^  much  relevant  to  the 
intent  of  the  responses  of  the  bill  and  his  critical  points  of  disagi-ee- 
ment,  I  think,  are  veiy  minor,  in  my  opinion,  and  certainly  be  ac- 
compdated,  ^  * 

With  that,  I  will  not  ask  any  questions,  I  would  like,  however,  the 
consent  to  put  a  letter  from  the  National  Commission  for  Manpower 
Policy  in  the  record  at  the  conclusion  of  the  hearing  this  mommg, 
Mr,  Daniei^.  J  ask  unanimous  consent 
Hearing  no  objection,  so  ordered, 
[The  letter  follows  :] 

National  Commission  fok  Manpower  Policy, 

Washington,  D.C.,  Kfarch  25,  1976. 

Congressman  AtJousTUs  P.  Hawkins, 
'  U.S.  House  of  Represent  at  iv09,  -      .  . 

Washington,  D.C. 

«  Dkar  Congressman  Hawkins:  I  appreciate  your  courtesy  to  permit  me  to 
comment  on  HR-GO  by  letter  rather  tlrnn  by  appearing  formally  at  the  hear- 
ings which  your  Sub-Colnmlttee  is  holding.  The  National  Commission  for  Man- 
power Policy  has  explored  many  Issues  contained  in  HRr-50  during  the  past 
several,  months  and  my  comments  are  informed  by  these  discussions.  However, 
I  want  to  stress  that  the  Commission  will  hot  complete  its'recommendations  on 
an  employment  strategy  for  the  natic^n  until  it  finalizes  its  Second  Annual  Re- 
port to  the  President  and  the  Congress  which  is  due  in  the  fttU  of  lO^Q.  Hence 
my  comments  must  be  viewed  as  indicative  of  the  present  thinking  of  the  Com- 
mission, not  as  reflections  bt  its  considered  conclusions. 

1.  Tlie  Commission  . sutures  with  HR-SO  the  conviction  that  opportunities  for 
Jobs  for  all  Americoxid  jahle  and  •willing  to  work  should  be  placed  at  the  very 
top  of  the  nation's  'agenda  ^r  tm  activist  manpower  policy.  In  its  first  annual 
report.,  the  CommlHsfon  out) jn^ 'manpower  policy  "as  a  set  of  commitments  and 
programs  aimetf  at'f'j^XjJlliAtlrfg  the  employabiUty  of  all  persons  able  and  willing 
JO  vWork V  the  Btrerigth  of  the  manpower- Infrastructure  to  enhance  the 
;niatcbinifr'o'it^  and  jobs;  and  providing  various  types  of  specialized  sup- 

.  piort/lji^  tjlijp  form  of  temporary  Jobs,  income  support  atfd  other  types  of  man- 
^^jSower  ■  asfjBtance  to  individuals  and  groups  when  the  economy  is  unable  tb* 
.  /pt6vi(ie  iOdequate  employment  opportunities."  To  effectuate  such  a  cbrapre- 
IhenKlvi?  approach  will  require  many  of  the  elements  in  HR-CO.  i'^  V :  •  / 

.  *'*2!  "l*hfe*CommiRion  is  appalled  as  is  HR-50  by  the  cumulative  hlipaani-  BOctdl,.- 
and  economic,  wastes  resulting  from  the  serious  short^fall  in  Jobs'ipartictt^arly 
severe  since  lato  1974  but  characteristic  of  most  of  the  post-Word'/War  Xl 
.  period.  ^* J 

The  Commission  noted  in  its  first  annual  report  "that  the  threat  tditjixikjsfiCL  : 
Inflationary  pressures  does  not  Justify  the  continuation  of  policies  thAt'.rtitryj 
excessive  human  and  economic  cost?,  which  this  year  will  exceed  $200  "*bttlloi^- 
in  lost  outptit  Alone"  and  that  "In  considering  the  cost  of  putting  Indlvl^Ualii.' 
back  to  work,  it  should  be  noted  that  tl\ere  are  also  substantial  costs  tq^driing 
nothing.  It  has  been  estimated  that  for  every  percentage  point  incridfise  in*  .^he- 
unemployment  rate  above*^  percent,  the  federal  deficit  increaseflv^y'-atmost 
billion — $14  billion  because  of  reduced  tax  receipts  and  $2  billion  because:  of 
increHsed  transfer  payments.  The  process  also  works  in  reverse.** 

8.  Tlie  CommifRlon  is  convinced  as  is  HRr-50  that  the  danger  of  renewed 
kindlini^  of  inflationary  pressures  cannot  Justify  a  macro-policy  Jhat  will  iGttve 
lis  with  such  excessively  high  unemployment  rates  as  have  been  calculated ;by 
both  0MB  and  CBO  under  their  present  estimates. 
The  Commission  in  its  first  annual  report  further  noted:  * 
"That  the  present  inflationary  presures  did  not  arise  frOm  a.  fi(l^t>rt^g{0f,rt>f 
of  workers  and  their  amelioration  should  not  be  sought  and  cannot^ h|^^AChi<fved 
by  continuing  high  levels  of  unemployment."  ;*       ;    *  ^ 

^  "Tlie  Commission  fully  understands  the  national  desire  to  exercli^  budgetary 
restraint  any  place  a  ceiling  on  deficits.  It  notes,  however,  that;  th0  .ptesent 
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wol  .V  ^!       ^"e'  m  part.  to  thg  recent  recesslon-with  Us  high 

mint.  „   r^"'"'''?^"'  hnrfjspsulteil  ln  large  increnses  m  transfer  pay- 

m.^o!  '^^'ei^^^-  The  oofit  of  .providing  mote  employment  op- 

I^.;        f  througli  expansionary  mncro-etfounmjc  .policies  ^''ould  be  lessened 
ver  the  long  run  by  the  extent  to  which.  JedPhil,  trapsf er  payments  are  re- 
dnoe<l  and  federal  tax  receipts  are  increased."       '  "re  re- 

mn"J"iI"l!!n.?i  ^^^i^^'y  inaationnry  presures.  when  a  cooUDi  ofthe  economy 
HnL    .  desirable-although  recent  experience  rliiLs  serious  ques- 

tions about  the  unemployment-inflation  trade  off-selective  demand  manage-. 
^/„^'=  1",""*^  J"*'  "^'""on.  income  support,  and  other"  manpower  pro^ 

fStionao"Sllc/"™^  ""'"^"""^  °'       '"'''"se  effects  of 

ir^L'^^ffT'^'^'T  conviction  that  the  accomplish- 

ment of  a  full  employment  goal  requires , the  lose  articulation  of  economic  and 
mnn,K>wer  policies.  The  Commission  not6<l  in  its  annual  report  that  "An  im- 
portant asi)ect  of  the  development  of  manpower  policy  is  its  interrelationship 
with  macro-economic  policy.  Although  macro-economic  policies  have  the  ori- 
mary  role  in  determiuiue  the  level  of  aggregate  employment.  manWer  policy 
can  snipplement  the  effective  use  of  flscal,  monetary  and  budgetai^licy  in 
•  problems  particularly  by  addressing  .structural  or  ^e^phic 

loJii^H  ''PT^''"'  •"><•  fl'P  opportunity  to  explore  the  sjeciflc 

legislat  ve  and  administrative  .structures  propo.sed  in  IIR-SO,  IncludiB&r  e 
establishment  Of  a  Full  Employment  Office  in  the  Department  of  Labo/ 

.J.  Some  caution  is  indicated  in  establishing  a  single  rate  of  unemployment 
as  an  ab.so  ute  target.  However,  the  need  to  set  some  measurable  obTwtivTs  ^s 
Hf^J'^mrf  ■  "  «'°ele  rate  cannot  alone  .suffice  since  the  distribution 

w.^n^^  "'""J'"  c"n.seq,.ences  is  not  spread  evenly  across  the  popu- 

ior  "L?omni™  developing  an  operational  standard 

for  full  employment"— not  however  in  the  pursuit  of  that  goal 

0.  The  Commission  agrees  with  the  emphnsis  in  HR-50  that  stres.ses  that  a 
full-employment  program  must  provide  "productive  non-wasteful  jobs  ' 

.  The  Commission  also  agrees  with  HR-50  that  there  is  "widespread  dupli- 
cati<,n  and  contradiction  among  federal  departments  and  agencies.'-  I  am  for- 
^wardlng  at  this  time  the  Commi.ssion's  specinl  report,  Manpower  Program  Co- 
..oPtllnation.  In  both  this  secclal  report  and  its  First  Annual  Report,  the  Com- 
..•tnjs.'iion  made  a  number  of  recommendations  for  improving  the  intwrelation- 
•sUip.s  among  manpower  programs.  In  its  First  Annual  Report  the  Commission 

/of  manpower  and  related  programs,  but  this  ran  l)e  accomplished  only  if  con- 
structive actions  are  taken  at  every  level-federal,  state  and  local."  It  is  the 
hope  of  the  Commission  that  Congress  will  through  future  legislation  ^facilitate 
and  mandate  coordinatibn  of  existing  and  future  manpower  legislation  ' 

f<.  The  Commission  agrees  with  HR-50  in  the  need  for  improved  integration 
of  income-maintenance  programs  and /ull  employment  policies 

As  its  First  Annual  Report  states:  "The  Commission  supports  early  action 
to  convert  transfer  payments  into  wages  for  workers  who  have  Iwen  unem 
[.loycd  for  long  periods  of  time."  Acronlingly.  the  Commission  is  exploring  how 

proportion  of  the  estimntM  ,.$40  billion  of  emergency  income  transfer  pay- 
.  raents  in  flscal  year  1076  can  be  converted  to  creating  employment  onnortu- 
nlties  for  tJ.e  uneinployed  in  the  public  sector.  ;as  ^noII  as  exploring  new  an- 
proaches  foV  maintaining  and  expanding  .ioh  opportunities  for  the  unemployed  ' 
and. potentially  unQmploye<l  in  the  private  sector.  "I'luyui 

With  regnrd  to  the  Unemployment  Insurance  System,  the  Commis.slon  has 
reeommended :  , 

Enactment, of  legislation  to  improve  the  coverage,  beneflt  levels  and  flnanc-  ' 
Ing  of  the  system.  umnn- 

A  study  to  determine  ways  TTI  can  be  transformed  in  part  Into  a 'manrio<vei< 
ZfimU'Snce.'^'"''  ^^o'"'"^  opportunities  and- 

A  study  of  the  various  types  of  work-based  earning  programs* tUt  m 
established  for  the  long  term  unemployed  In  lieu  of  further  ext«lHl«»h  of 
forcing  those  who  have  exhauste<l  their  beneflts  onto  welfare'  n/les  IfTho 
mission  offered  as  one  possibility  community  development  proj^^  wlflc 
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employment  and  training  opportunities  to  the  long  term  unemployed  In  inner 
cities  and  rural  areas.) 

.Elimination  of  duplication  and  inefficiencies  in  work  test  procedures  used 
In'Ui.  Food  Stamps,  and  Work  Incentive  pro-ams. 

U.  The  Commission  is  sympathetic  with  the  range  of  countercyclical  pro- 
posals of  HR-00  without  as  yet  having  had  an  opportunity  to  assess  them  in 
detail. 

10.  While  the  Comlssion.  has  staff  work  under  way  with  respect  to  regional 
and  structural  employment  policies  it  is  unable  at  this  tipie  to  comment  on 
these  provisions  in  HR-^  because  it  has  not  yet  had  a  detailed  discussion  on 
these  policy  matter.^. 

11.  The  Commission  shares  the  concern  expressed  in  HR-50  with  tl?e  need 
for  strengthened  youth  employment  policies.  It  is  currently  issuing  a  volume  of 
exi>ert  papers  on  this  subject  which' will  .^shortly  be  avallabli&. 

12.  The  Commission  is  sympathetic  to  the  proposal  centered  in  HB-50  re- 
lating to  -Reservoirs  of  Employment  Projects"  although  It  has  not  as  jjet  had 
the  opportunity  to  explore  their  potential. 

13.  The  Commission  is  in  accord  with  the  proposal  of  HR-50  for  a  Con* 
j:rcssiOnal  determination  as  to  priority  of  claimants  for  public  service  employ- 
ment jobs  and  other  types  of  manpower  services.  In  particular,  family  income 
sliould  be' a  primary  consideration.  In  its  Second  Interim  Ileport  to  the  Con- 
gress, the  Commis.sion  recommended :  "that  Congress  establish  a  maximum 
family  (or  household)  income  celling  for  persons  to  become  eligible  for  I*SE 
jobs."  The  Gommision  advanced  this  recommendation  on  the  basis  of  the  In- 
e(iuity  of  having  secondary  wage  earners  of  some  families  comi)etlng  with  un- 
employed family'  heads  of  other  fajnilies  for  a  limited  number  of  puhjicly  sup- 
ported job's. 

Two  additional  -views  of  the  Commissijin  which  pertain  to  the  objectives  of  ' 
HU-r)0  may  be  of  interest. 

In  the  Comniission's  First  Annual  Report,  it  was  noted  that  "Addressing  the 
"  continued  ^prot>IumH  will  require  significant  changes  in  many  of  the  present 
concepts  and  polieies,  a  eon slder able  redirection  of  many  of  our  programs,  and  . 
sojne  restructuring  of  our  economic  and  manpower  Institutions." 

The  report  went  on  to  state  that  "In  assessing  the  state  of  our  nation's  man- 
power policy  in  tlie  fall  of  1975,  it  is  this  growing  acceptance  of  chronically 
high  unemploymi^nt  which  the  Commission  judges  to  be  its  most  critical  and 
the  most  di.squieting  finding.  If  the  nation— and  its  leadership — continues  to 
accept  as  inevitable  a  high  level  of  unemployment  and  consequently  lessens 
its  search  for  early  and  effective  remedies,  the  unemployed  and  the  nation  will 
htfv(K  become  the  victims  of  a  self-fulflUing  prophecy." 

Am  indicated  in  the  beginning  of  this  communication,  the  Commission  is  pres- 
ehtly  in  mid-.stream  in  formulating  its  detailed  proposals  with  respect  to  a 
national  manpower  policy,  including  employment  strategy.  However.  I  hope 
that  my  specific  comments  convey  to  you  the  frequent  parallelism  l>etween  the 
Commission's  preliminary  approach  to  employment  problems  and^the  propolis 
contained  in  HU-fiO.  You  can  be  assured  that  as  the  Commission  moves  ahead 
to  deei>en  its  analysis  and  formulates  its  recommendations  it  will  "give  close 
attention  to  HR-r>d.  •  > 

I  am  also  enclosing  a  copy  of  my  remarks  prepared  for  the  Joint  Ecoi^omlc 
Committee's.  National  Conference  on  Full  Employment  since  they  supplement 
some  of  the  comments  set  out  above. 
Sincerely, 

Eli  Ginzdero^ 

Ohairman. 

Mr.  Daniels.  I  would  like  to  give  my  thanks  to  you  for  your  in- 
teresting, testimony  .^tjns  morning.  Your  views  as  an  economist,  in- 
<l|ee,d,  are  yaluetl.  :  . 

.1  read  your  "statement 'from  beginning  to  end,'  and,  of  course,  I 
am  not  an  ccohoinist.  I  do  not  . fully  comprehend  all  of  the  things 
tlia^  .Voti  Jiave  stated  and  do  rc^pmfpcpd,  but  I  do  intend,  if  I  have 
any  leisure  time,  to  caref  ully 'ttiv^|i^/^j^^  .i^^  better  understand- 

ing of  your  recommendations,  s  *  '  -  ' 


As  Mr.  ;Hawkins  lias  just  told  you,  you  liave^made- some  3ugges- 
..ti6ns  here,  inasmuch  ^ts  lie  is  the  author  of  the  bill,  I  will  f)fe  cuidM 
y/iry  much  by  what  Mr.  Hawkins  has  to  say.       *    ^  :.\  / ; 

I  think  that  you  should  feel  particularly  honored  today. 
'  had  a  better  attendance  at  this  subcommittee  by  the  members:  of  thi§ 
subcommittee  today  than  we  have  had  for  a  long  time 'in 'the  past.  I 
am  happy  to  see  that  we  have  the  ranking  minority;  member  of  the 
full  Education  and  Labor  Committee,  the  gentleman  from  Minne- 
.  sota,Mr.  Quie. 

Mr.  Quie.  I  just  want  to  pursue  the  prevailing  wage  question  which 
I  hnd  very  interesting,  because  it  ha&  been  my  feeling  that  the  money 
can  jgo  A  lot  further  if  we  did  not  pay  the  minihium  wage.  You  could 
hire  people  for  a  lesser  \\jagd  The  Federal  money  could  go  further 
to  get  more  people  employed,  a 

Your  argument  that  tfie  people  who  are  on  public  service  employ-  ' 
ment,  in  spending  that  money  gives  other  people  employment  and 
more  money  to  spend  to  give  other  people  eniploymcnt. 

That  9,rgiiment  is  important.  ' 

I  notice  in  the  legislation— check  me  if  I  am  not  right  on  this— 
what  we  tended  to  do  is  either  say  yon  have  to  pay  the  minimum  wage 
or  pay  the  prevailing  wage  or  public  service  employment^  we  put 
rt  cap  on  at  $10,000  at  what  could  t>e  paid,  which  limits  them  to  cer-  . 
tain  kinds  of  employment. 

Now,  how  would  you  hav^  us  write  in  the  .legislation  that  they 
.^j^RIV*  Pf^y,?«hiatever  the  worker  is  worth?; That  is  a  little  hard  for 
^  .mo  to  undcT^tapirU  how  you  do  that. 

:  is  a  tough  que^tion/hard  for  me  to  know  how 

'^^.O-^P'^d-' f -hayiS^^  aboirt  it,  and  I  recognize  the  difficulty;  I  .^^* 

.jnight.s^igge^t'vit  not  an  issue  that  does  not  have  to  be  faced  by.  ' 
;^>yc^i^;emplQy.€id,  ,i^^^  employers.  , 

•'^:I:uq.;%t  k?ictv^  how  a  General  Motors  or  the  Washington  Post  dr*  ^ 
any  private  company  decides  exactly,  what  an/employee  is  woitLv'^ 
You  do  not. hire  a  reporter  and  say  he  is  going  to  bring  in  so  mucK'^  '  - 
in  the%ay  of  advertising  .reveriue'^nd  therefore  I  can  afford  to  paf  V  • 

lum  $15^00  to  $18,000,  '  '  .  ^  ^ 

There  are  management  experts,  there  are  personnel  people  who  try 
to  decide  how  much  a  job  is  worth,  and  pay  that  Irind  of  a  salary,  or 
wage,  and  I  would  hope,  in  public  service  employment  that  a  similar 
detonnination  would  be  made  and  made  honestly,  as  fre^^of  political  '  t 
infliienco  as  possible.  But  I  do» reject  Arthur  Bums'' sug^jJution  that 
any  public  servide  job  as  a  matter  of  principle  be  made  unattractive 
1  do  not  think  public  employment  shoiild  he  viewed  that  way.         ^  ' 

But  the  problem  I  see  in  stipulating  prevailing  wage,s  that  these 
may  not  be  the  wages  that  are  appj'opriate  for  the  jobs  that  are  beino' 
performed.  Again,  it  may  be  a-matter  of  semantics.  Maybe  you  can 
get  away  witli  prevailing  wages  if  it  is  understood  correctly.' 

People  have  told  me  that  the  Davis-Bacon  Act,  f9r  example,  has 
been  widely  abused.  - 

Government  lins  been  paying  for  work  far  more  than  they  shouh' 
be  paying  because  there  may  bo  some  small  union  that  does  not  in-  • 
fluenco  most  of  the  working  conditions  in  an  area'of  industry  that 


"^has  a  particular  wage  and  that  becomes  the  floor  olwhat  has^o.be  # 
.paid. 

I  can  see  in  the  bill,  as  drafted,  that  kind  of  dan^r.  I  giiess  I  am 
politically  realistic  enough  to  know  that  undoubtedly  much  of  orga- 
nized labor,  which  I  think  appropriately  should  suppoi'l^  this,  may  be 
very  much  conci&jiikT  :df  there  is  anything  in  the  bill  that  would  sug- 
gest it  would  be  nsccl  t6:break  down  fair  labor  standard^ 

I  would  hope  tlmt  you  could  find  a  way  to  word  things  that  would 
indicate  that  the  pAblic  service  job  sliolnld  be  worthwhile,  productive, 
should* jK)t  be  unattractive,  as  Aithur  Bums  Says,  but  also  should  hot 
b^  l>Qj5hdoggles  to  tiy  to  pay  people  considerably  more  than  they  are 
worth,  and  put  them  in  a  situation  where  they  never  want  to  leave 
public  employment,  even  though  the  jobs  are  not  worth  that  much. 

Mr.  QcriE.  Wliat  about  the  fact  that  employees  in  similar  work  are 
union  employees?  Would  there  not  be  a  tendency  to  pay  the  union 
wage? 

Mr.  Eisner.  If  in  a  similar  work  employees  are  paid  that  union 
wage,  they  (ire  apparently  woith  that  much  to  the  employer.  If  in  a 
similar  public  service  work  they- are  doing  the  same  work,  I  have  no 
objection  to  them  getting  the  union  wage,  i-  am  not  trying  to  under- 
cut that.  ' 

On  the  other  hand,  siTppose  you  have  a  school  that  has  provided 
teachers,  say  tlie  salaiy  of  teachers  is  so  much.  Do  you  pay  that, 
much?  ^  *     . .  " 

^    Mr.  Qiyf^:^I?l)ank  you.  •  . 

Mr.  I^N:nit!^f*^^^      you.  Professor.  .  '  \. 

This  ^©nci^y^^^^  hearings.  I  would  like  to  announce  that  the 

next  meetjng^<^^^^^  subcommittee  wiill  take  place -oi^  Tuesday,  April 
6  in  room  ^^6r' in  the  Raybum  Building,  at  which  time  we  propose 
to  have  as  witnesses  the  assistant  secretary  of  labor,  William  Kolborg^, 
and'representatives  of  the  lAUW  and  AFL-ClO.  ^. 
,  [Wliereupon,  at  12:20  p.m.  the.  subcommittee  recessed  to  reconvene, 
for  fiirther  hearing x)n  Tuesday,  April  6, 1976.]  •      .  : 


FULL  EMPLOYMENT  AND  BALANCED  GROWTH  ACT  OF 


r£XfBSJ>KY,  APRIL  e,  1976  ^ 

;  ■   ,  ' •  /  • .-  ■■  , ,  •  :  .   • .  ■ 

House  OF  Reprpsentatives, 
^  ScBCo^iOTTEE  ox  Manpower,  Compensation, 
.  / .  •      and  Hiialth  AND  SaFETYj  * 

WashingtcmyDd, 

The  subcommittee  met'  at  10  a.m.,  pursuant  to  call,  in  room  2261, 
Raybum  House  Office  Building,  Hon.  Dominick  V.  Daiiiels  (chairman 
ofthe  8ubcommitte€i)  presidihfr: 

Members  present :  Kepresentatives  Daniels,  Hawkins,  Meeds,  Gay- 
dos,  Keard  and  Sarasin,  \  '  - 

Staff  present:  Daniel  Krivit,  counsel^  Sari^lee  Scliwartz,  research 
assistMt;  Nathaniel  Semple,  minority  counsieL  i 

Mr.  Daniels.  The  Shbcomriiittee  on  Manpower,  Compensation,  arfd 
Health  and  Safety  will  come  to  order. 

This  monning       continue  with  hearings  on  H.R.  50,  The  Pull 
Employmait  and  Bi^ncfed  Growth  Act  of  1976.  Our  first  witness  . 
is  Hon.  William  HvTSiolberg,  Assistant  Secretary  of  Labor  for  Em-^ 
ploymeht  and  Training,  accompanied  by  Mr.  William 'B.  Hewitt,. 
Administra,t6r,  Policy ,  Evaluation  .  • 

/^ymcomiB,  Mr.  Secretary^      .    C  V  ' 

•  *  M^  KoLBERG.  Mr,  Chairman,  thank  you  very  much,  tt?^  always  a  ^ 
pleasure  to  appear  before  jou^and  the  subcommittee.  I  apojog^ze  for 
the  length  of  my  statement  this  morning.  But  4ji  view  of  the  im- 
portance of  this  bill,  I  would  like  very  much -to  read  it,  if  I"  may,- 
rather  than  just  i^seii  it  f6r  theoword.  ^* . 

Mr.  DANUM.  The  leiigth  of  it  is  understandable  because  of  the 
iipportance  of  the  bill.  .  ^  .  . 

■j^jTr^KoMBRG.If  I  may,J'dliket6  piwc^  " 

STATEHENT  OF  WILLIAM  Er.'  EOLBEEQ,  ASSISTANT  SECRETAEY 
OF  LABOR  FOE  EMPLOYMENT  AND  !pAnra!IO;.ACC0MPANniD  BY 
vhoUIAM  B.  HEWITT,'  ADMINISTiAToij  POLICY,  EVALUATION 
AND  ErEHKATlCH   /    Vv  , 

..  Mr.  Kot^ERO.  I  am  pleased  to  appear  before  this  subcommittee" to 
present  the- Department  of  Labpr^s  views  on  H.R'.''50,  the  Full  Em- 
|)lo3rmertt  and  Balanced,  G:i;p^h-:  Act  of  1976; 'I  am  particularly 
pleased  to  app^r  at  ajim4  wlien''bur  leading  economic  indicators  are 
ting,  toward  sustained  economic  growth.  The  sharpest  recession 
'  .(143)  ' 


gf  the  postwar  pferiod  hit  bottom  last  spring,  and  u  sutetantial  rt- 
coveiy  is  noxyOnderway.  Commissioner  of^Labor  Statistics  Shiskin 
reported  oivjPiiday  last  that  unemployment' for  the  month  of  March 
was  7.5  pex^nt,  down  substantially  from  the  ilay  1975  recession  peak 
of  8,9  perceptu  ' 

Severe  as  this  recession  has  been/it  (^id  not  tufti  into  a  depression, 
and  substantial  credit  for'this  must  be  given  to  existii>g  pi*ograms  to 
<?nshion  unemployment.  In  December  1974  and  June  1975  the  Presi- 
doiit  signed  int©  law  major  expansions  in  the  duration  and  coverage 
of  unemployment  insurance.  During  fiscal  year  1975  a  total  of  1.9 
inilHon  Americans  drew  benefits  as  a  result  of  this  new  legislation. 
Under  re^^ular  unemployment  insurance  programs,  11.1  million  Amer- 
icans received -benefit  payments. 

A.second^major  source  of  assistance  to  the  unemployed, 'ancV^one 
very  familiar  to  the  member  of  tln^'  subcommitteii,  is  the  Federal 
program  of  training  ai^d  eihployment  assistance.  The  Comprehensive 
Employment  and  Training, Act  provides  a  broad  range  of  employ- 
ment and  training- prog'ranis  administered  through  State  and  local 
prime  sppnsoi-s,  including  a  perman\5nt  progi-anf  of  public  .serVicQ 
^eujployment  authorized  in  title  IL  In  December  1974  a  new  title  yi: 
"was  added  to  CETA  providing  a  tempdrjiry  public  service  jobs 
program.    ■  ■  ■      -  " 

.'This  employment  and  training  system  has  been  developed  since 
1962.  Its  development  has  bqen  bipaitisan  in  nature."  The  executive 
branch  and  the  Congrcsj^^^'ht^ve  worked  "cooperatively  through  the 
past  few  yeai-s.  and  togctlul'  have  provided  both  authority  ancf  funds 
for  an  iinpressivo  range  of  programs  to  ease  unemploynieht  and  put 
poopip  hack  to  work.  *  •* 

The  fii-st  line  of  defense  against  the  unemployment  we  liavo  experi- 
enced has  been  unemploj^ment  insurance.  By  providing 'purchiisino- 
power  to  the  unemployed  workerSjairifemployment  insurance  serves  as 
a  built-in  stabilizer  in  Hie  economy-.  The.prograui  helps  to  i^^intain 
tlio  economic  well-being  of  both  the  unemployed  workers  and  the 
l)U!-:in(?ss  community.  1  * 

The  second*  line  of  defense  is  represented  by  programs  geared  to 
assist  the  unemployed  by  locating  ©ew.  employment  opportunities  or 
providing  temporary  employment  opportunities:  These  programs 
are.  of  course,  the  employment .  service  progi-am  consisting  of  a 
nationwide  network  of  2,r>00  local  public  employment  offices,  and  the 
public  sei-vice  employment  programs  antliorizgd  under  CETA. 

Mr.  Chairman,  I  think  we  often  overlook  the  magnitude  of  expend- 
itures for  unemployed  persons.  In  fi?(  year  1970  we  are  spending 
approximately  $25  billion  through  tli.  progi-ams  administration  by 
th^  Employment  and  Training  Administratio<ii|non  manpower  and 
unemployment  insurance  to  assi:st  apnroximately^O  "million  unem- 
ployed and  underemployed  persons.  This  is  up  from  $7.8  billion  in 
fiscal  year  1974.  These 'figures,  of  conrse.  do  not  include  funds  for 
mother  programs  whiclt*  may  assist^ the  unemployed,  such  as  Aid  to 
.'famiries  with  Dependent  Cbildren  ancj  Food  Stamps. 
•  In  his  1976  economic  repoit  to  the  Congress  the  President  stated 
that  his  key  goal  is  to  create  an  environment  in  w^ch  sustainable, 
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honiriflationary  growth  in  the  private  sector  can  be  attained.  Pro- 
posed programs  to  achieve  this  goal  include : 

Large  and  permanent  tax  ^reductions  that  will  leave  more  money 
where  it  can  do  the  most  good;  in  the  hands  of  the  American  people. 

Tax  incentives  for  the  construction  of  new  plants  and  equipment 
in  areas  of  high  unemployment.  ,  ' 

Tax  incentives  to  encourage  more  low-  ahd^middle-income*.  Ameri- 
-  cans' to  invest  in  common  stodc.^  *  . 

;  V  Mori^.  thap.  $21  billion  in  0^^^^^       for  important  public  works  such* 
•iiislenerjey  facilities,  wastewater  treatm^ntj^lants,  roads,  and  vetetans' 
libspfeus,  representing  a  17-percent  increase  over  the  previous  fiscal 
year.  t-; 
.  Tax  incentives  for  investment  in  residential  mortgages  by  financial 
institutions  to  istimtjate  capital  for  home  building. 

The  President  and  liis  economic  advisors  have  estimated  that  these 
proposed  economic  programs,  along  with' the  natural  recovery  of  the 
economy,  will  foster  an  inqrease  in  eit^ploj^ment  of  2  to  2.5  million 
jobs  in  fiscal  year  1976  and  more  than  2  million  in  1977.  In  addition, 
the  administration  has  put  before  the  Co^gr^  a  bill  providing ^f or 
comprehensive  reform  of  the  Nation's  unemployment  insurance^ys- 
tem.  This  bill,  H.R.  8614,  would  provide  unemployment  insurance 
coverage  on  a  permanent  basis  fot  .more  than  half  of  the  approxi- 
mately 12  million  workers  now  bnly^  covered  temporarily  under,  the 
Special  Unemployment  Assistance  Extension  Act  of  .  J975.  The  ad- 
ministration's reform  bill  would  alsp  restore  solvency  tp  the  Nation's 
unemployment  insjftrance  system  by  itiising  both  the  tax  rate  and  the 
tax  base  upon  which  employers  are  taxed  for  unemployment  compen- 
sation costs.  A  bill,  H.R. ;  10210,  embodies  parts  of'  the  ^adndnistra- 
tion's  reform,  projposal,  haS  been  reported  out  of  the  Ways  and  Means 
Committee  and  is  scheduled  to  come  to  the  floor  of  the  HJSuse  after 
May  15.     /  ^  .      :  ^  r 

Mr.  Ch'airman,  it  is  within  this  context  then  that  we  should  con- 
sider the  bill  before  the  subcom^mittee  today,  H.B.  50.  The  major  in- 
tent of  the  bill  is  to  ^hieve>  witbii^  4  years  of  enactment,  the  goal  of 
3  percent  uneniployiiient  for  all  adult  Americans  able,  wilHn"g,  and 
seeking  work.  Full  employment  in  the  bill  is  defined  as  a  rate  of  3 
percent  or  less  unemployment  for  those  age  16  or  over. 

Under  title  I  of  the  billy  the  President  would  transmit  to  the  Cpn- 
grCvSS  an  Economic  Report  not  later  than  January  20  each  year,  in 
which  he  would  recommend  numerical  goals  for  employment,  pro- 
duction, and  purchasing  power,"as  well  as  policies  to  reach  these 
goals.  • 

Through  the  Council  of  Economic  Advisors,  the  President  also 
would  be  required  to  establish  a  process  of  long-range  economic  plan- 
ning to  achieve  the  goal  of  re(Jucing  unemployiirlent  to  3  percent  with- 
in  4  years.  The  full  employment  and  balanced  growth  plan  to  be  sub- 
mitted to  the-' Congress  would  propose  long-term  national  goals  for 
pit)duction  and  purchasing  power,  as  well  as  the  3  percent  unemploy- 
ment rate. 

Title  I  wotild  require  that  monetary  and  fiscal  policies  be  used  in 
a  manner  to  achieve  full  employment  and  balanced  growth,  that  the 
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P^sidQnt  determine  the  extent  to  which  fiscal  policy.  ca»  be  relied 
upon  to  achieve  full  employment  and  other  econLic  goals,  a^d  that 
Doi;,^.°.Tl''  "'^'^  "^^'^"^     comprehensive  set  oF  ant -inflation  ■ 
fiscal  and  monetaiy  policy.  The  Federal  ;ileseSe 
-^d  would  be  required  to  submit  an  independent  report,1S 
^  ''ti"^^^^*'  Federal  Reserve  would  use  moneto^f 

ff^'^  tlie  President's  recommendations.  The  Federal 

r«If^i*^^^'°"' i^H^  I  provides  for  periodic  reviews  of  Government  • 

AS  TrLprso'^IF-"'^""^^''-"^^  zero-bas^'^bud^ng 
Also,  a  12-person  Advisory  Committee  on  FuirEmplovment  W 
Balanced  Growth  >vould  bo  created  ta  ^ssist  the  Councif SS^J 

S;t  policies  intended  to  achieve  full  emploVnient. 

p/      IF  ^t"*^l>she5  a  timetable  for  congressional  review  of the- 

DoT  nn^t''*'"^'^  continue  to  review  the  President's  E^^i^Se^:- 
ComSi?  Th'"'"'^  any  changes  to  the  Hoiise  and  .$eS?p:i6M^^ 
fi  ^       Those  recoiimiendations  wbuld  havevto  be  maftlJe^^^ 
ti  e  fii^t  concurrent  budget  resolution,  which  mu&  aJ^roSf 

DTvi?Sfl.jU^"^^'^"'^^  also  wodld  establish  J 

io^nT^  I        Employment  and  Balanced  Growth  in  the  Coneres- 
T  T  i^'*-  'HPPOrt  the  Joint  Economic  Committee^ 

As  I  have  indicated,  title  I  of  H.R.  50  concerns  goals,  economic 

Sn3?'  d^"f^?'';f  Department  rS 

frnlTif     if^  *5  the  Council  of  Economic  Advisoi-s  and  the  Fed- 
eral  Reserve  Board  on  these  matters.  - 

tj^^W^'  q"estion  whether.ilie<adcUtion  of  the  complex  svs, - 

Hon^incSw?  of  this  bill,. to  existing  organizations  and^nstii^^: 
of  •  President's  Economic  Policy  Board,  the  Council 

nfifETn'.K-^t-n'''^       CongressionaFBudget  Offibe  and  com- 
"^^T*  Economic  Committer,  wilf result  in  timely  aSl 
3          P°"-'^«  /.''  emerging  problepis.  AVe  cannot  help  wonder  n - 

w^Sd  tUv%^T?^f ''•^^''rt^^^^  programing  fequir^ents 
Ton!  f  ^  facilitate  or  delay  adittinistnitive  and  congressional  re- 
sponse to  problems  in  this  most  complex  and  key  area. 

sav  thTSL^^f-^^''^  r  ^  Pyent^unemployment  rate,  let  me 
tfL^-  ^^ministration,  as  well  as,  I  believe,  every  administra- 

S  of  ft,n'eST^°^?*^-^^'^"l^"'^'^^f'^  1946,  haZendor^f  he 
fon1a?ned"i^  n  ~  ^^^6-^-"  of  that  goal  that  is 

wn^l^lVre'^-  favor  the  concept  of  full  or  maximum  employment, 
we  hai^  senous  reservations  about  the  unemployment  goal  ixpresse<l 
h^1,wrj  ij®  "PP°'®  enactment  ihto  law  of  this  bill,  which,,  we^ 
believe,  would  create  expectations  that  cannot  be  met.  ' 

Iho  unemployment  rate,  as  defined  in  this  bill  has  fallen  to  3  per- 
?f±°  since,  1948.  That  wa,  during  tlie  latter  part  ofX 

^IZ    ^  S'^'-;  P^"od,  whith  includes  the  second  quarter  of  1952 

tL  ?  nercon^^Sl'^™^' 'v°^.f question.able.whethe; 
tJie  3  percent  goal  is  realizable  witlr  price  stability.  Previous  testi- 
mony on  H.R.  50  asserted  that  to  achievfe  3  percent  unemployment 
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by  job  qeatiou  in  Uio  private  sector  within  4  ycai^s  Mould  requii-e  an 
annual  economic  growth  in  GNP  of  7i/^  percent  Our  experience 

^  clearly  shows  that  it  would  l>o  extreirtely  difficult,  if  not  impossible, 
,ro  sustain  a  gmwth  rate  of  this  magnitude  over  tliis  requisite  period, 
:  Furthennore,  we  question  whether  the  use  of  a  single  measure  and 
go<kl  for  unemployment,  sufficiently  takes  into  account  the  complT-' 
c^lcd  nature  of  oun  economy  and  of  the  unemployment  problem.  TUe 
CJia^nan  of  the  Council  of  Economic  Advisor  pointf d  out  at  the 
recent  Conference  on  Full  Employment  held  by  the  Joint  Economic 
Cojijifnittee  that  thoi*e  are  many  different  types  of  unemployment  re- 
qniring  different  i^inedies.  We  would  add  that  the'bill  fails  to  recog- 

^pize  that  unemployn^ent  is  not  static  since  there  is  considerable  turn- 
over in  the  ranks  of  the  unemployed.  The  duration  of  unemployment 
is  not  taken  into  account  by  this  single  rate.  In  sum,  we  do  not  think  the 
3  percent  unemployment  definition  of  full  emp1<>\     -  (  realistic. 

Another  way  in  which  the  bill  cix^ates  ex]>o  nuKi  i  if  cannot  be 
fulfilled  is  that  it  appears  to  guarantee    i!  rioans  the 

right  to  useful  paid  employineht  at  fai  i  ipensation. 
Whether  this  promise  can  be  fulfilled  throi  .  misms  estab- 

lished i:^l  the  bill  is,  in  our  view,  highly  que^jiM,        .  j 

The  most  obvious  coucei'n  is  the  impact  on  our  economv  of  %'ast 

'  public  expenditure^;  for  programs  designed  to  reduce  the  u'nem])loy- 
nient  rate  tr)  3  percent.  The  high  cost  stems  both  from  the  large 
number  of  public  jobs— primarily  public  service  employnrcnt — that 
would  have  to  1x5  created,  and  from  the  wage  ratesvtjiat  w'rtuM  have 
to  Ik>  paid  for  those  jol>s.  Sponsoi-s  of  the  bill  have  estimated  that  it 
would  require  an  outlay  of  about  $25  billion  a  year,  less  saving  in 
un(Mnployment  insurance  and  welfare^,  and  the  offset  of  bighei^g^S^. 
T  believe  this  outlay  figui-e  is  vastly  understated.  By  way  of  ilm^^Mtj 
tion.  suppose  that  all  the  cun-ently  unemployed  were  to  bo  employed'' 
in  public  service  iobs  down  to  the  3  percent  goal.  Tf  this  could  be 
accomplished  at  tlie  current  cost  for  PSE  positions  over  $8,000,  it 
would  cost  upward  of  $:>0  billion.  But  this  neglects  a  number  of 

-.problems. 

The  estimated  cost  is  likely  to  be  higher  because  to  reduce  the 
number  of  unemployed  from  7  million  to  ^  million  would  require  far 
more  than  4  million  public  jobs.  This  is  because  of  the  guarantee  of 
lucrative  employment.^ — in  many  cases  much  better  than  minimum 
wage — that  would  be  attractive  t-o  many  individuals  who  would  not" 
otherwise  Iw  in  the  labor  force.  Of  course,  this  would-  significantly 
add  to  the  number  of  iobs  that  would  have  to  l>c  created.  In  addition, 
the  often  noted  substitutirtn  of  federally  funded  pul)lic  service  em- 
ployment for  locally  funded  jobs  would  increasingly,  take  place, 
"thereby  diminishing  the  pet  increase  in  new  jobs. 

Whatever  the  co^t  of  the  program,  it  would  have  to  be  financed 
either  from  additional  taxes  or  from  additional  l>orrowiug  in  the 
capital  markets,  or  both.  If  taxes  are  increased  in  order  t'^  raise  the 
additional  revenue,  consumer ^i^urchasing  power  is  diminislied  which, 
of  course,  advei'sely  ^affects  private  employment.  If,  on  tfee  other 
hand,  these  jobs  are  financed  through  public  debt,  then  ^fe  have 
created  a  further  .stimulus  to  inflation  which  again  diminishes  pur- 
chasing power  as  well  as  piislies  private  capital  requirements  a^de. 
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rhorofoce,  regardless  of  the  method  of  financing  tlicse  jobs— whether 
through  raising- taie^  or  incurring  more  debtr-tlie  expenditure  re- 
tards the  healthy  growth  of  employment  in  the  other  sectors. 

Anotlier.  major  conceni  we  have  \hth  tlie  bill  concerns  the  labor 
niarket  effect  of  the  wage  provision  in  section  402,  to  whitli  I  have 
already  alluded.  Section  402  would  require,  tliat  persons  employed 
in  any  af,the,pro^i*ams  desigji^ed  to  achieve  fulKemployment  be  paid 
the  ughest  of  either  the  minimum  wage  under  FLSA,  the  State  or 
local  minimuiu  wage,  or  the  pi-evailing  rates  of  pay  persons  em- 
ployed ni  similar  public  occupations.  In  tlie  c^e  of  persons  perform- 
ing work  to  which  the  Davis-Bacon  Act  applies,  tlie  prevailinfrwaire 
wou hi  l>e.i,leteniiiiied  under  that  act.        .    •  r     ^  >  & 

^jSince  the  individuals  receiving  jobs  would  be jpaid  at  the  highest 
..of  these  ratc^r,  there  would  be  no  incentive^or  unemployed  persons 
to  look  for  e<iuivalWlt  jobs  for  whicli^they  were  qimlBed  in  the 
private  sector  rather  than  .-in  tlie  publif  seclor,  AvMch  by  law  could 
not  pa/less  tl^an  the  private  jjector.  More<^VBr,  since  the  bill  ixyiuir/ps 
mat  mdividuals  in, public  service  iobs,^for  example,  b^^paid  tifm^ 
higliest^xto,  and  there  is  no  limit  or!  the  period  of  fitue  an  individual 
inay  re«am  on  such  a  job  Hi^  no  mandated  pnvat<i  sector  work  test 
tor  eligibility,  there  is  no  incentive  for  the  person  to  tHke  an  eqmva- 
lent  ]ob  in  -the  private  sector  sliould  one  come  along,  Ov6r  time 
unfler  tin?;  legislation,  there  would Jnevitably  l>c  a  shift  in  many  :iobs 
nnd  employees  from  the  private  to  the  public  .'lector. 

Another  oonse(|uence  of  these  measures  is  that  there  nmy  resiflt 
tremendous  mflationaiy  pressures  due  to  the  effect  of  a  Ti^htenino- 
labor  market  on  wage  rates— which  the  bill  docs  nothing  to  address, 
it  lia.s  been  ofeerved  that  l^fig  before  the  adult  unemployment  rate 
wouhl  fall  as  low  as  3  percent,  wages  would  sfait  to  creep'up'ward  at 
a  nipul  pace  as  epployei-s  bid  against  each  other  for  manpower.  The 
hill  sheds  little  light  on  the  ways  in  which  these  inflationary  conse- 
quences would  l>e  attacked,  but  the  clues  which  are  there  are 'more 
tlian  eiiough  to  see  that  pi-ice  stahilitv  as  usually  defined  in  the  con- 
text of  u  free  enterprise  economy  would  be  sacrificed.  Agriculture 
wouIcMh>  subject  to  export  controls.  For  th^  rest  of  the  economy, 
there  IS  only  reference  to  "administrative  and  legislative  actions."' 

A  final  concern  we  have  is  that  emphasis  in  the  bill  is  placed  on 
creation  of  public  sector  jqh,  slots.  However,  there  is  a  limit  on  the 
number  of  lal)or  incentive  jobs  that  can  be  created.  For  jobs  to  be 
pro(luotiye— in  the  public  sector.as  well  as  the  private— there  also 
must  he  inputs  of  capital  and  raw  materials.  But  the  bill  fails  to 
address  this  reality.  In  view  of  this,  I  am  concerned  that  in  conjunc- 
tion with  the  shift  from  private  to  public  jol^  the  bill  would  restllt 
m  a  frreatei- number  of  less  productive  jobs. 

^  n^r^^^TJ^'  T  have  been' addressing  matters  covered  in 

title  I  of  TT.T?.  .50.  Let  me  now  turn  to  title  IT  of  the  bill  which  pro- 
vides specifically  for  compensatory  and  supplementary  employment 
policies  and  programs  if  fiscal  and  monetary  policv  fail  to  brino--.iin- 
employnient  rates  down  to  the  3  percent  goal.  The  hill  does  not^^^iil 
the  specifics  of  tlie  policies,  but  rather,  requii^s  the- President  tdK>Tl)- 
mit  proposals  tocreUier  with  such,  legislation  as  is  necessary,  in  five 
policy  areas;  (1)  countercyclical  employment (2)  countercyclical 
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gnints,h)  State  and  local  govcrninents;  (a)  regional  and  stnirtnnil 
employment;  (4)  youth  omplovnicnt;  and  (r>)  integration  ^vith  in- 
come maintenance  pmgranis.  the  proposals  would  liave  to  be  sub- 
■  ^t/'^®  Congress  witliin  a  period  I'anging  from  90  to  180  days, 

iitle  II  essentially  constitutes  a  simple  listing  of  a  wide  ran<>^e'of 
alternative  employment  and  training  pi-ograins  which  might  be^'on- 
sidercd  to  achieve  the  laudable  but  general  goals  of  the  le^rislation 
l^or  iT^tanc^?,  section  202  on  countercyclical  employment  iTsts  nine 
ar^s  from  winch  a  geneml  program  might  l>e  derived. 

The  adimnjstration  is  then  directed  to  pivpait*,  within  90  to  180 
daysf  a  de^nitive  policy  framework  and  progiam-  in  this  complex 
area.  Mr.  Chainnan,  no  one  is  more  aware  than  the  members  of  this 
subcommittee  of  how  unrealistic  these  time  fmmes  in  title  IT  are 
You  are  aware,  Mr.  Chairman,  that  it  took  this  subt^ommittee,  tJio 
aclministration  and  othei>;  over  5  years  to  develop  and  to  enact  the 
Louipfehensive  E^^^  and  Training  Act  (CETA)  and  al- 

tiioiigh  L11.1A  IS  broadM-angmg,  it  does  not  begin  to  have  the  scope 
envisioned  by  theauthoi-sof  ILK.  no.  •     .  . 

Mr.  Chairman,  I  believe  theiv  is  ample  evidence  that  the  tlftj^eru- 
^  ment  can  move  quickly  to  propaso  the  specific  le^rislatioh  wiM^  to 
meet  the  Nat  ion \s  emergency  :uneiup]ovment  problems.  When  un- 
eii>ployment  begjin  rising  in^lii  fall  of 'l974,  the  administration  put 
torth  Its  proposal  for  an  ^AifttlgeUcy  jobs  program  as  well  as  an  ex> 
teii^ion  and  expansion  of  Wmploynient  compensation  jM-ogmms 

Ihe  Congress,  with  tho'SurVpoH  of  the  administration,  passed  the 
i^.iuergoncy  Jobs  and  TTneiniiloymeiit  Assistance  Act  dud  the  Emer- 
gency Unemployment  Compensation  Act  in  December  of  1974  To- 
gether this  legislation  provided  a  needed  jobs  ])rogram,  new 
temporary  coverage  for  workers  not  previouslv  eligible  for  unem- 
ploymejit  insurance  coverage,  and  an  extension  of  unemployment 
compensation  benefits  for  those  workers  alrendv  covered  hv  linem- 
plovment  insurance.  When  unemployment  rontinued  at  veiT  hiHi 
levels  in  197.^,  the  Congn^ss  eii:icted  and  the  President  siirned  iFurther 
extensions  and  expansions  in  luemplovment  compensation  in  June 
of  19 1  0. 

,Mr.  Danikls.  Mr.  Secretary,  may  I  interrupt  vou  at  this  point 
I  ve  lust  received  word  that  the  full  Committee  on  Education  and 
Labor  is^conducting  a  meeting  upstaii-s  and  the  presence  of  the  n;ein- 
bers  of  this  committee  has  been  requested  by  the  chairman  to  consti> 
tute  a  quonim.  So  can  we  take  a  brief  break  "lit  this  particular  time. 
\\  e  II  recess  for  a  few  moments. 

Mr.  KoLBKKfi.  That  will  give  m-v  voice  a  rest.. Mr.  Chairman  111 
welcome  that, 

fVATiereupon.  a  l)rief  r^cess  was  taken.] 
Mr,  Dakikls.  The  snhconunittee  will  come  to  order, 
Mn  Secretary:  and  all  the  other  witnesses  who  have  been  sub- 
poenaed here  today,  I  am  extremely  sorry  for  the  undue  delay  in 
returning.  I  assure  you,  it  was  due  to  circuui stances  beyond  mv 
control..  '  "  • 

I  was  nssured  that  we  would  consider  a  bill  this  momin^  to  whicli 
thei^  was  no  nobjection:  however.,  unantTcipated  ©hiocHous  nnd 
amendments  were  proposed^  which  necessitated  some^liscnssion.  Of 


153 


150 

courses  tho  discnssioiis  ^ot  a  bit  hoatod  and  also  Ix^canio  extended,  so 
I  ain  .profiist»ly  sorry  for  tho  delay.  I  know  how  important  your  time 
and  the  time  of  the' other  gentlemen  is.  And  so  I  hope  you  will  for- 
gi ye  (he  Chair.  , 
,    You  may  proceed. 

Air.  KoLUKm:.  Mr.  Chftinnan,  I  will  begin  at  the  second  paragraph 
on  page  15.  - 

-  I  have  been  enconraged  by  the  high  levels  of  cooperation  which 
has  evolved  as  wo  have  worked  together  to  pro  vide,  maximum  train- 
ing and  employment  opportwnities  for  the  Nation's  unemployed 
workers  during  t^he  current  recession.  I  believe  that  this  degree  of 
cooperation  can  continue  and  that  it  is  important  for  the  Nation  that 
the  Congress  and  the  administration  jointly  set  realistic  and  attain^  . 
able  goals  toward  which  to  work.  ' 

At  this  juncture,  I  would  like  to  tum  to  some  of  the  specific  ap- 
pmaches  presented  in  title  II;  my  ivmarks  will  focus  in  depth  on  • 
the  two  aspects  with  which  we  have  had  the  most  recent  experience — 
countercyclical  and  youth  employment  policies. 

As  you  arc  aware^Muost  of  the  prognim  appmaches  suggested  in 
title  II  have  been  tried  or  at  least  proj)osed  in  tl\e  last  2  years.  On 
the  basis  of  our  recent  experij?nce,  we  feel  that  tho  limitations  of  the 
use  of  these  programs  on  a  massive  scale  should  be  pointed  out. 

It  is  assumed  that  to  reduce  the  national  unemployment  rate  to  the 
proi)osed  target  of  .3  pei-cent,  the  Federal  Government  would  have  to 
rely  primarily  on  a  massive  public  service  employment  program  or 
public  works  program  or  some  combination  -f  the  two,  and  perhaps 
subsidies  to  employers  in  the  private  sector,'  This  administration 
l)elieve.s  that  imemployment  slioidd  be  dealt  vith  primarily  thi-ough 
stimulation  of  the  economy,  creation  of  new  private  sector  jobs,  and 
income  support  through  unemployment  assistance  payments  to 
woVkers  wl)o  are  unemployed.  There  is  a  plac43  for  carefully  dasigned 
counterc3Tlical  public  service  employment  during 'periods  of  high 
unemploynfent  but  sucli  a  program  must  he>  limited  in  scope.  Any  * 
system  of  federally  subsidized  public  jobs  requires  built-in  incentives 
to  seek  unsubsidized  employment  and  therefore  the  continual  avail- 
ability and  application  of  a  work. test.  The  bill'is  silent  on  this  very 
important  concept.  As  we  have  determined  from  previous  experience 
in  AFDC,  welfare  and  III  programs,  it  is  extremely  difficult  to 
implement  an  effective  work  test;  however,  a  work  test  is  funda- 
mental to  a  progi^am  of  short-term  countercyclical  public  service 
opportunities  and  cannot  be  ignored, 

"VMiile  a  public  service  employment  program  can  create  jobs  in  a 
short  period  of  time,  there  are  a  nmnl>er  of  disadvantages  that  argi^e 
strongly  against  the  use  of  public  service  employment  as  an  extensive 
countercyclical  tool.  T^t  me  discuss  two  of  the  major  problems  which 
seem  to  be  inherent  in  the  basic  PSE  concept. 

First,  tlie  impact  of  public  service  employment  on  net  job. creation 
can  bo  greatly  reduced  over  time  by  the  '^substitution''  of  federally 
funded  public  service  employmeiit  for  positions  planned  to  be  funded 
from  local  revenue.  The.  more  serious  the  revenue  probleriis  of  local 
government's,  the  more  such  units  tend  to  rely  on  Federal  funds  and 
cut  back  on  local  funding  of  jobs  and  services  originally  planned  to, 
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bo  puid  for  out  of  local  rosouires.  Tlvis  (lispliicemont  ofToct  l)ocoines 
sortons  aftiM*  localities  liavo  had  to  adjust,  usually, after  tlie  fii^it  year 
of  the  profrrain.  Studies  liave  estimated  the  suhstitution  effects  of 
puhlic  service  eniployuient  over  tinvo-  in  a  ran^^o  of '60  to  00  percent, 
ospecially  as  the  program  continue.s.  Tlie  CRO  estimates  this  substi- 
tut  ion  effe(*t  to  be  as  hi<^h  as  75  percent.  Tliis  disphicemeut  appears 
to  occur  despite  the  fact  tliat  tlie  CETA  xwas  designed  to  ntininiize 
"substitution'^  of  Federal  for  locVl  fuijids. 

Second.  It  is  diflicult  to  phase  lout  hirge  ])uhlic  service  employment 
programs  as  nnemployuient  falls.  AVlien  large  numbers  of  persons 
%vho  have  been  eniphn'ed  under  PSE  providing  l(^al  governmental 
services  nre  confronted  witli  the  iJhcessity  to  seelvotlier  jobs  rts  condi- 
tions hnproyc  and  the  prograny  ndvrs  its  end,  it  becomes  a  very 
complicated  matter  to  teruiinat/e  the  program.  As  a,  consequence, 
tliej-e  is  a  dt^uger  that  a  hirge  p/ogram  of  public  service  employment 
could  become  a  permanent  drain  on  Federal  ix^sources.  In  addition, 
tluMv  is  the  problem  o'f  piTcisely  how-to  phase  out  the  program  when 
(•(mditions  improve  without  disrupting  the  labor  market  adjustments 
\Yhich  must  accompany  improvement  in  the  economy. 

Althotigh  public  works  programs^-produce  tangible  long-t-erm  be.n- 
efit.s  tluur  are  diflicultiesjn  using  massive  public  works  progmms  as 
a  countercyclical  strategy.  First,  tlien^  are  significant  dela;^  in  imple- 
menting public  works  pmjects,  even  if  the  meclianisui  fcft  funding 
them  at  the  Federal  level  is  in  place.'  Consequently,  the  maximum 
iriipact  of  a  public  works  program  initiated  at  the  beginning  of  a 
recovery  uiay  occur  after  the  economy  has  recovered,  contributing  to 
^  hn  inflationary  competition  for  scarce  resources.  The  historical  record 
on  this  scare  is  not  reassuring. 

A  further  obstacle  to  nsinir  public  works  as  a  countercyclical  em- 
f)loynient  device  is  that  by  its  natuiv,  the  cost  per.  job^of  .a.-public.- 
works  project  is  higher  than  for  most  other  employment  stimulation 
measures.  To  the  extent  that  the  employment  impact  is  maximized  by 
selecting  labor  intensive  public  works  projects,  the  long-term  capital 
fonning  benefits  of  a  public  works  program  are  sacrificed. 

, Finally,  jolxs  created  by  public  works  ])roiects  are  diffictdt  to  tar^fet 
to  the  unemploye(l  workers  most  in  need  of  temporary  jobs.  ^ 

The  comprehensive  youth  employment  program  required  by  section 
•20.5  of  this  bill  is  duplicative  of  progmms  already  administered  bv 
the  Department.  Under  title  T  of  CETA,  approximately  60  percent 
of  the  individuals  served  ai-e  youth — ample  reflection  of  th^xi.stence 
of  an  authoi'itv  and  resources  for  this  nee<L  Also  in  accordance  with 
title  TIT  of  CETA.  the  Department  is  responsible  for  providing  the 
;  variety  of  sorvi(Ts  to  youtli  which  section  120.5  of  this  biH\requires, 
including  education,  on-the-job  training  and  work  experience. 

The  major  resource  for  the  summer  youth  "proirram  of  W7f>  will 
bcrfunds  appropriated  under  title  TTT  of  CETA.  A  program  to  pro- 
vide-sumitirr  jobs  for  economically  disadvantaged  youth,  aired  14  to 
21,  is  riart  of  the  President's  program.  A  supplemental  budget  re- 
quest for  fimds  to  operate  the  program  will  be  formally  transmitted 
^  by  the  I*resifleut  to  the  Congress  very  soon.  ^- 

We  expect.  Mr.  Chair  man,  that  the  supplemental  request  will  es- 
•  sentiallyjveep  last  year's  level  for  the  summer  yourh  program. 
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Section  20G  of  tlie  bill  W9iikl  cix»ate,  within  tlio  Departnxenr  of 
Labor,  a  Full  Employment  Office  with  i^esponsibilitios  for  piovidino: 
employment  opportunities  to  individuals  willing  and  seclcing  w^ork 
but  who,  despite  serious  efforts,  have  J^eon  unaJbl^  tQ>fnid  emplo3'ment 
in  the  general  economic  environment  oi'  thrqugli  any  other  pi-ovisioas 
of  the  proposed  act.  Using  reser  voirs  of  federally  operated  public 
employment  pi-ojects  and  private  npnpi-ofit  employment  projects,  the 
Full  Employment  Oflice  would  provide  last  resoit  employment  op- 
portunities. The  hill  does  not  address  the  rclafionships  of'the  duties 
and  functions  of  the  Full  Employment  Office  to  the  other  job  guaran- 
tee uiedianisms,  economic  stimulation  measures,  and  fiscal  and 
monetary  initiatives  that  are  to  he.  established.  The  role  of  the  Full 
Employment  Office  is  not  at  all  clear  to  us,  jior  is  it  clear  how  the 
role  Would  differ  from  that  cui-rently  mandaftod  to  existing  agencies 
of  tjie  Department  of  Labor  such  as  the  U.S.  Employuient  Service. 

Further,  Mr.  Chairman,  the  Full  Employuient  Oilier  would  pro- 
vide these  last  resort  job  opportunities  through  reservoirs  of  federal- 
ly operated  public  emplo3'3nent  projects  and-  private  jion])rofit  eui- 
ployment  m-ojects  appi'oved  by  the  Secretary  of  Lal>oi-.  This  concept 
represents  fWull  abandonment  di  the  prineii)les  of  decx^ntralizalion 
c^nd  decategorization  of  employment  and  training  programs  that 
have  been  estabfished  by  this  committee  i<i  the  Comi)re1iensive  Em- 
ployment and  Training  Act.  T  feel  strongly  that  decentralization  of 
decision  making  in  the  employment  and  training  programs  has 
[)roved  to  be  a  much  more  effective  w^ay  of  responding  to  the  needs  of 
the  Jfation  tlian  would  the  creation — or  re-creation— of  a  highly  cen- 
tralized Federal  Inirenucracy  charged  with  essentially  the  ^same  mis- 
sion. Duplication  of  effort  by  both  Fedei'al  and  local  progrjfm  op- 

^  erators  can  only  result  in  wasteful  overlap,  conflict  between  programs 
and  approaches  to  a  common  problem,  and  massive  confusion  on  the 
part  of  the  unemployed  individuals  who*' are  intended  tcrL^^he 
beneficiaries  of  the  .programs.  Duplication  and  overlap  of  f/mctioKs 
would  seem  to  be  sometliing  to  l)e  avoided  and  not  mandateTl.v  A 

'  In  cohchision,  Mr.  Cliaii'man,  I  have  seveiml  genenil  points^jW- 
I  would  lij<e  to  make  to  th6  committee.  ^ 

First,  I  would  like  to  emphasize  the  commitmejit  that  we  have, 
and  I  bejieve  that  every  .American  shares  Joward  the  goal  of  full 
employment  in  our  society.  I  finnly  believe  that  we  ai^  making  real 
pi'ogress  toward  achieving  that  goal  and  that  we  have  much  to  be 
proud  of  in  our  free  democratic  society,  in  our  free  ^enterprise  sys- 
tem, and  in  the  ways  that  we  have  fashioned  to  solve  our  economic 
pi'oblems.  The  reasons  we  have  not  reached  that  goal  is  not  because 
we  are  mean  spirited.  It  is  because  the  goal  of  fiill  employmept  is 
perhaps  the  most  difficult  and  intractable  problem  wOiich  faces  any 
free  democratic  society  dedicated  to  t|je  f ree  enterprise  system.  It  is 
instructive,  I  believe,  to  look  at  the  way  our  society  has  reacted  in 
ifs  concern  for  its  unemployed  citizims  in  pa.st  periods  of  sei'ious  de- 
pression^ or  recession  and  compare  our  actions  tins  time  to  those 
earlier  times.  I  l^elieve  the  record  will  show  a  derided  and  steady 
movement  toward  the  laudable  goals  contained  in  IT.R.  .^)0, 

Second.  I  know  this  committee  is  ^well  aware  of  the  performance 
of  the  economy  since  this  recession  bottomed, out  last  spring,  but  let 
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nie  briefly  remind  you  of  several  facts.  Total  employment  has  risen 
to  Jin  all-time  high  of  86.7  million  pex*sons.  It  is  interesting  to  note 
that  adult  women  accounted  for  over  half  of  this  gain  in  employ- 
ment. Over  the  past  year  labor  force  growth  has  totaled  more  than 
•1,8  million,  again  with  adult  woriien  comprising  more  than  65.5  per- 
cent of  this  increase.  During  thig  period,  the  uibor  force  participa- 
tion rate  for  adult  women  increased  by n^^lrly  a  full  percentage, 
point — to  46.7  percent — while  that  for  adult  ,rnen  <3eclined  by  nearly 
a  point.  I  will  leave  it  up^to  other  committee  Witnesses  to  fully  brief 
the  subcofnmittee' on  other  current  economic  fact?  and  trends.  I  re- 
cite the  foregoing  to  illustrate  one  simple  point— the  private  enter- 
prise economy  has  created  well  over  2  million  jobs  and  all  indica- 
tions of  i)erfortnance  show  a  continuation  of  this  record.  » 

I  also  recite  the  foregoing  facts  to  illustrate  a  major  and  impor- 
tant current  ti-end— the  Nation's  labor  force  is  expanding  at  a  rapid 
rate  with  women  and  youth  the  dominant  groups  in  the  thnist,  while; 
men  are  continuing  their  decline  in  labor  force  participation.  This 
trend  has  obvious  significance  to  the  Bill  under  consideration.  Larger 
proportions  and  numbers  of  women  and  teenagers  have  l)een  enter- 
ing th(iJ.abor  market.  This  growth  in  the  labor  force  may  mean  tl^at 
the  goal  of  fully 'employed  society  may  take  a  little  longer  to. 
reach.  / 

Third,  I  want  to  indicate  to  the  committee  my  full  confidence  in 
the  infcoi-tancQ  of  the  employment  and  training  and  unemployment, 
(\ni  pen  sat  ion  programs  currently  being  operated  and  the  necessity; 
f<X,£p*itinuing  to  examine  and  improve  those  programs  in^  eveiy 
wav.  My  preceding  testimony  should  not  be  read  as  any  doubt  onjfuy 
paii  as'to  the  general  need  and  effectiveness  of  the  $25  billion  plus 
we  are  now  spending  on  such  prograrps.  Unfortunately,  too  n)uch 
of  the  public  discussion  of  IT.E.  50  has  seemed  to  l>ecome  an  all  or; 
nothinc:  choice.  I  l:)elieve  it  is  not  at  all  inconsistent  to  oppose  IT.B^ 
50  as  I  have  done  in  a  number  of  ways  in  this  testimony  and  at  the 
time  favor  enthusiastically  the  continued  ^suppoit  deyelopmeni  aftd. 
improvement  of  the  Nation's  employment  and  training  system: 

Finally.  Mr.  Chairman,  the  American  public  is  already.  >n  rny^ 
opinion,  disillusioned  with  the  aUiUty  of  Government  to  make  good 
on  its  promises.  I  must  say  that  H.l?.  50  would  be  Another  instance 
where  the  Government,  again,  in  my  judgment:  may  be  over-promis- 
ing and  under-performing.  This  could  fuither  continue,  to  conf riHute 
to  cynicism  about  the  very  ability  of  Goveninient  ib  carry  out  effec- 
tively  any  of  its  highly  important  duties. 

This  cbncludes  my  prepared  remarks.  ^Fr.  Chairman.  T  would  bo 
pleased  to  respond  to  your  ijuesHprs  and  the  questions  of  your  coh 
leagues.  "    *  >  V 

' '  Mr.  Daniet^.  Mr.  Seifcj^^j^'  the  <?^^fir  wishes  to  thank  you  for 
your  very  comprehenji^i^^Mj&T^  first  like  to  ask.  yoji. 

tliis  question."  what  levelvb^.J^  do  you  deem  woiild;  1-^ 

fair  and  reasonable  in  order  ta.YicKieve  full  epriployment?  :  -  '  ^  .  * 
Mr.  KoTjBERG.  I  don't  know  that  I  would  want  to  pick,  a^  number. 
The  numbers  our  society  has  picked,  as  you  Imow,  Mr.  Chaimian. 
vary  a  lot.  Back  in  the  1960'sVwe  used  to.  talk  about  4" percent  un- 
employment; H.R.  50  mentions  3  percent.  The  former  Commissioner 
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of  Xabor  Statistics  spcJke  of  5  percent,  witli;the  ctrtrent  makeup  ol 
the  labor  force  and  the  rate  of  expansion  among  women  and  teen- 
agers, I  think  it  would  be  unfortunate  for  us  to  piclc  a  niunber— as 
I  think  I've  indicated  in  my  statement  here,  and  say  that  number 
represents  full  employment  and  when  we  get  there  we've  solved  our 
problem.  •>*  • 

I  think  if  you  want  to  piolf  some  tentative  goals  or  targets,  one 
might  want  to  do  that  for  certain  segments  of  the  labor  force  and 
then  see  what  happens  when  one  gets  closer  to  that  goal,  I  don't 
think  it's  important  or  necessary  for  us  to  pick  a  number  in  order 
for  us  to  get  on  with  the  job  of  getting  our  economy  to  perform. 

Mr,  Daniels,  Will  you  agree  with  the  view  of  the  Chair  that  the 
national  level  of  imemployment  that  we  have  suffered  during  the 
past  2  years  and  the  present  levd  of  national  unemployment  is  un- 
reasonably liigh  ? 

Mr,  KoLBEiiG,  I  certainly  would  agree, Mr,  Chiiii-inan. 

Mr,  Daniels.  To  what  hrvel  does  the  administration  pi-opose  tp 
reduce  this  level  of  uiieiuploymeiit  to  provide  more  work  for  those 
who  are  imemp^oyed  and  underemployed?  '  . 

Mr,  KoijiEiio.  I'm  not  surt?  I  understand  the  question.  Chair- 
man. A 

.'Mr.  Daniels,  What* steps  or  eff6rts  are  being  made  by  the  ad- 
n\inistratioi\  to  reduce  this  level  of  unemployment  to  a  fair  and  rea- 
sonable level?  Now  you  say  it's  hard  to  pick  a  particular  figure  Imt 
wo  must,  in  n\y  judgment,  determine  what  is  a  fair  and  reasonable 
Iffvel  of  unemployment.  Now,  you  disagree  with  3  pei'cejit  and  foi* 
many  yeai*s,  since  the  adoption  of  the  Full  Employment  Act  in  1946 
4  percent  was  deemed  and 'considered  to  be  a  fair  level.  Now,  dfies 
the  administration  or  the  Department  of  Labdr-disagree  with  those 
figures?  /  ■  "       '  < 

Mr.  KoLBERG.  Mr.  .Chairman,  let  me  fii^t  reiterate  what  I  said  on 
page  4  of  my  testiinoiiy.  The  first  effort  the  administration  is  making 
is  to  increase  the  number  of  private  sector  jobs,  and  I  detail  in  my 
statement  "a-  number  of  things  that  are  l>einj^  done — in  terms  of  tax  ' 
cuts,  tax  writeoffs,  incentives  of  one  kind  or  another,  and  some  pub- 
lic works  programs.  In  other  words,  there  are  a  number  of  ways 
of  stimulating  the  private  economy  so  that  private  jobs,  are  created. 
T  have  included- iiV  uiy  statement  the  ntiml>^r  of  private  jobs  that  , 
are  e^stimated  to  he  created  by  those  actions.  2.5  million  in  tlie  past 
year  and  another  2  million  in  197T,  •  . 

T]\e  programs  that  we  are  talking  about  this  morning  that  this 
committee  is  concerned  alx)nt,  the  employment  and  training]:  pro- 
grams, are  really  nets  to  catch  people  that^are  unemployed  after  all 
tlie  work  of  the  private  econom3\  Ap:ain,  you  ai\d  I  could  discuss  at 
great  length,  Mr,  Chairman,  what  the  right  number  is  at  any  point 
in  time.  The/'lalx)r  force  is  a  very  complicated  thing  and  it  con- 
tinues to  change  all  the  time.  ; 

For  instance,  the  reason  I  was  pointing  out  this  morning  the 
changing  labor  force  participation  rate  of  women  is  because  I  think 
it  may  turn  out  to  l)e  the  most  important  element  in  the  changing 
]ahov  force.  If  the  labor  force  participation  of  women  goes  up  1 
percent  pef  year  as  it  has' in  the  past  year,  in  10  years  we  wnrTTave 
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55  to  60  percent  of  all  women  in  the  labor  forc^.  The  number  of  men 
in  the  labor  force  w^ll  not  Continue  to  decrease  the  w-ay  it  has.  Is  it 
the  job  of  pur  Goveniment  to  create  good  jobsiior- every  woman 
who  wants  to  leave  the  home  and- worlc?  It's  ™iuestion,  I  don't 
know  whether  it  is  or  not.  Is^it  the  job  of  the  Gbvernme'nt  to  create 
a  good  job  for  my  wife  if  she  wants*  to  wofk? 

Second,  there  are  2.6  million  out  of  flio  7  million  unemployed 
individuals  that  we  are  talking  about  have  l)een  unemployed  for  less 
than  5  weeks.  Is  that  a  serious  enough  problem  so  that  a  public  job^ 
ought  to  be  created  for  those  individuj|te  .who  Iiave  been.unemplayed 
^for  less  than  5  weeks.  I  would  raise  iK^estion  n.bout  whether  society 
'has  the  responsibility  to  create  a  job  for  an  individual  who  ha.s  been 
uneinployed  for  that  short  a  period  of  time. 

'  What  I'm  doing,  Mr.^  Chairman,  is  raising  some  questions,  as  you 
are,  about  the  levels  aiid  the.  behavior  of  the  labor  force,  which  are 
very  complicated.  It  seem^^o  me  by  picking  a  level  and  saying  that 
is  the  goal,  one^ldSses  over  a  w»holp  series*  of  very  important  prol)- 
'  lenis  and  consideriitigns  concerning  a  labor  force  that  is  Hearing 
100  million  people:  *  . 

Mr.  Daniuljs,  On  page  3  of  your*katoment  you  say,  "In  fiscal  year 
1976  we  are  spending  approximately  $25  billion  thrpufrh  the  pro- , 
grams  administi;ati6n  by  the  Employment  and  Traininc:  Atlminis-' 
t ration  on  manpower  aud  unemployment  compensation  to  .assist—", 
can  you  give  us  a  bi*eakdpwn  of  that  figure  ? 

Mr.  KouiERO.  Yes,  about  $18  billion  of  that  would  be  unemploy-> 
ment  insurance  payments  and  about  $6*  billion  would  bo  in  employ- 
ment and  manpower  training  programs.  I  think  there  are  ahnost  6 
million  people  being  paid  unemployment  insurance  this  week* — or 
''put  it  another  way,  about  two-thirds  to  three-fourths  of  the  u^m- 
ployed  through  this  recession  have  received  unemploynient  insur-' 
.ance  payments  every  week.  In  addition  to  tk!it>,.the  6  billion;  andv 
we  have  a  turnover  in  terms  of  nun^bers  of  pcqple  that  are  involved, 
fimds  310,000  public  service  jobs  under  titles  2  and  6.  And  if  my  . 
memory  serves  me  right,  and  we  will  check  the  numl>ets  for  the 
record,  about  1.3  million  cycled  through  the  title  1  programs. 

Mr.  Dantet^s.  I've  heard  it  said  time  and.iime  again  that  e'iich  time 
we  have  a.reduction  of  1  percent  in  unemployment  or  an  increase  of 
1.  percent  in  unemployment  that  it  costs  the  Government  about  $17 
billion.  How  does  that  figure  ring  true  to  you? 

^fr.  I^oTjiEKO.  T  lust  don't  know  about  that  figure. 

JPr.  Hewitt.  There  are  undoubtedly  costs,  both  loss  in  revenue 
and  in  income  support  and  I've  hfHard  estimates  of  $10  billion  and 
$14  billion.  I  suppose  it's  in  that  range  somewhere.  ' 

Mr.  Dantri^.  I  heard  it  amounts  to  $14  billion  in  lost  taxes  and 
about  $2  billion  in.  unemployment  insurance.  Social  Security  Insur- 
ance benefits  and  food  stamps.  Does  that  sonld  plausible  to  you  ? 

Mr.  Hewitt.  Plausible,  yes.  „. 

Mr.TDANTELR.  Do  you  think  the  Labor  Department  should  have  a 
formal  voice  in  the  economic  planning  of  this  country  as  ^ucrcrested 
in  H.R.  50  to  assure  that  the  nianpower  aspects  are  properly  con- 
sidered? 
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r Apart  from  the  bill  itself,  Mi:,  Chairman,  I  think  the 
SB^^nt  ought  to  have  a  voice  in  the  planning  and  we  do 
i      ,  V      ^^*e^»iy  of  Labdr  sits  on  the  President's  Economic  Policy 
x^**^t  ^^^h  ^1^^  Secretary  of  the  Treasury,  the  Chairman 

»r  the  Gauncjl  of  Economic  Advisei^,  the -Secretary  of  Conmierce 
^md  some*  othere  in  the  administi-ation.  So  I  believe  we  have  that 
opportimity  now  to  pa rticipato^iii  economic  planning  in  the  hijAiest 
leveLs  of  the  Administratioiw^*^^         that  is  very  desirable  So 
^  certainly  I  would  suppor|?Hhatp!^fc: 

Mr.  Daniels.  Let  me  reco^i^m^  Sarasin.  He  has  a  commit- 
ment and  may  not  be  able  tq^^t  baM^lbr. 
Mr.. S.VRAsiN\  Thank  you,*Mi\.G«ff^  « 
Mr:  Secretary,  let^nie  th^p^Mu^^^^^^     much  for  your  veiy  com-. 
prehensiVe  statement^and  I  w^i|^^iVt6^^   I  agree  tvith  it.  I  think 
this  bill,,  while  it  sounds  t6rrifiQ>i§?9t;  great  deal  of  vteriguage  and 
that's  It.  I  made  the  statei^nt  tl?6s{Mier  day  when  this  committee 
.  started  their,  hearings  that is  r^y^assing  the  buck  from  the 
•  Congress  to  «he  administrfttioh  an^  j^  J  thinJ^,  a  disasterous  piece 
'  of  legislation.  J  would  ggi^  with-?5;pi]^5hat  we  all  share  tlfe  same 
.  goal,  that  being  to  get  af  ;many  pfeoate^triployed  as  possible, 'but  I 
don  t  think 'the  G:Pverfl5ntJ](it\8hould  ^nd  it^^^   in  the  position  of  ije- 
coming  an  emplo3fer  qjf  1j!^t;,fBsbrt  tpr  the  various  reasons  you've  set 
forth  irt  your  statemen^t;  ■  ""^ViT'      ^  ■  ■         •  * 
J-  ,  I  think  determininsr.iiap' gates  qSf  comjfensation  are  countei7)ro- 
ductive,  as  you  state.  I  tkiiit,iperhfigB,  Mr,  Chairman,  I  really:  have 
no  questions  of  Wvp''l3^4^etary  brtt  }«|t  fuUv  support  his  comments' 
here  this  moming>,nd't*hank  him  very  much  for  his  patience*  in  the 
long  delay.       '  .^^  , 

I  look  forward\.t<>^fuTAer  hearings  of  the  committee.  Thank  you 
Mr.  Chairman.   .  i.         J  .    '  '    ,       -  ' 

'  Mr.  Daniels.  If  r^ognize  the  gentleman  from  _Califomiar  Mr 
Hawkins,  the  qutlior  bf  the  bill.  '  * 

Mr.  Hawktnts  Thaflk  you,  Mr.  Chaijrman.  * 
Fii^t,  Mr.  Kplberg,  may  I  ask  you  Uaye  you  read  the  bill  ? 
Mr.  KoLBERG.  Yes,  I  have*.  • 
Mr.  HawkIns-You  have?  .  • 
Mr.  KoiiBERO.  Yes. 

Mr.  Hawkins.  Are  you  also  familiar^ with  the  Xatiohal  Commis- 
sion for  Manpower- Policy?  - 

Mr.  KoLBKRO.  Certainly,  I'm  pn  it.  . 

Mr.  Hawkins.  Are  you  aware  of  their  close  support  and  encoiuacre- 
ment  towards  the  formulation  of  H.R.  50  and  did  you  participate'^in 
those  hearings?      .         ^  •  - 

Mr.  KoLnkRO.  If  thia  is  the  way  that  letter  is  being  taken,  Mr 
Chainpan,  I  shall  have  to  talk  to  the  Chairman  of  the  Commission 
and  tfike  .ft  stronger  ^tand  on  behalf  of- myself  and  the  other  *ad- 
mintstratid^embeps.  T  was,  afraid  thai,  was  what  would  happen  and 
Dr.  Ginsbe%Tvi|tI  be  told  that  is  not  the  way  the  Commi.ssion  ou"-ht 
tooperate.     %x^k    *        .  •    '  .  - 

Mr.  HAWKiNS^f  I /suggest  you  do  it.  The  record  contains  a  copv  of 
the  let;^c^r  and  I  ju^;  would  remind  you  that  your  remarks  this  morn- 
ing are  ip  . sharp  ctotrast  to  the  counT^il  pn  whieh  you  sit        ♦  ^ 
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Mr.  Koi^ERO.  I  don't  believe  I  agi^e  with  your  summary  of  what 
>lhat  letter  says*  My  siunmarv  of  what  that  says  is  about  what  I  was 
saying,  that  in  general,  we  share  tlie  goals  set  forth  in  H.B.  50.  But, 
as  I  recall,  the  letter  stops  short  of  endorsing  the  enactment  of  H.R, 
"50.  ■   ^  ,  ■  " 

Mr.  Hawkins.  First  let  us  try  to  Verify  what  goal  you're  talking 
aljoutl  What  is  your  definition  of  full  e^^ployment?.  You  indicate  on 
page* 21  of  your  statement  a  commitment  to. full  employment  and 
•in  sevcfral  different  instances  you  definitely  support  the  idfea  of  the  con- 
cept of  full  employment.  You  simply  say  we  differ  on  the  definition. 
Now,  turning  to  page  21  to  be  a  little  mpre  specifiQ^  you  say  at  the 
bottom     the  page.  , 

I  would  like  to  reeniphaslze  the  commitmenl  that  we  have  and  I  believe 
ihat.  every  American  shares  toward  the  goal  of  full  employment  In  oar  society. 
I  th'riily  believe  that  we  are  making  real  progress  towai-d  achieving  that  goal 
and  that  we  have  mucli  to  be  proud  p{  in  our  free  detnocratic  society. 

Quite  aj^ait'from  moralizing,  thei^  is  a  lot  of  phra^'se  there.  Just 
what  is  that  goal  that  you  say  we  ui*e  committed  to  and  that' we  ai^ 
very  close  to  aclfieving  ^  Will  you  be  a  little  moi^e  spepiKc? 

Sir,  KoLBERG,  I  caivt  be  as  specific  as  you  are  in  the  bill,  Mr. 
Hawkins,  because  I  don't  want  to  set  a  number,  I  don't  want  to  set 
3  percent  as  the  thing  "we're  striving  toward.  I^ni  really  

Mr,  Hawkins,  That  is  an  interim  target,/riie  bill  does  not  set  that 
figure  as  a  goal,  so  apparently  you  didu'-t  read  that  part  of  the  bill. 
But  apart  from  that,  what  goal  would  you  set  or  bow  .would  you  de- 
fine full  employment  ?  ' You  say  yon  are  committed  to  full 'employ- 
ment, now  how  would  yon  define  that  to  which  you  are  committed?. 

Mr,  KoLBERG.  I  gucss  I  could  use  some  words  to  define  it,  and  I 
don't  know  whether  5;()u  and  I  could  agree  on  the  words  or  nc?t,  ^V]\Vit 
we're  really  talking  afeont  is  trying  *to  provide  an  adequate  income 
for  famijies'in  our  society.  That  is  really  what  we/re  trying  to.get  at, 

Mr.  H.A^Kixs,  For  every  family  or  for  some  ftiniiliesf 

Mr,  KotSkro.  I  doirt  leave  out  anyone,  AVe're  moving  in  that  di^ 
rection.  - 

!Mr,  Hawkins.  Would  that  include  women  in  that  family  who  de- 
sire to  work?  ,  * 

Mr,  KoujERG,  I  suppose  so,  Mr,  Hawkins.  '  , 

Mr,  Hawkins,  You  suppose  so?  Does  it  or  doesn't  it?  Will  you  be 
^as  specific  as  possible  in  defining  what  you  assume  to  be  full  em- 
ployment since  you  apparently  disagree  with  the  approach -in  this 
bill,      ^  -  [ 

Mr.  KoT.BERG,  In  terms  of  the  philosophic  discussion  that  we're 
having  about  what  full  employment  is,  as  I  said  earlier,  ajncl  I  noticed 
yon  were  disagreeing  with  me  by  VDur  actions  

Mr.  Hawkins,  Yon  read  more  into  my  actions  than  anyone  else. 

Mi*.  KotuF.no.  I  don't  really  believe  every  upper  income  woman  or 
every  upper  income  teenager  in  tlie  United  States  deserves  a  guar-, 
auteed  job,  I  don't  believe  yon  believe  tliat  either  Tiiul  l  can't  imagine 
that  our  society  is  ever  going  to  adopt  that  as  full  employfnent.  So 
we're  going  to  stop  somewhere  short  that,  T  j^si^ine.  Now,  where 
are  we  going  to  stop?  T  ask  yon  again  how  long,  should  someone  be 
unemployed  before  the  Federal  Government  becomes  the  employer  of 

if-,  •    ■  :  ' 
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last  resort  lij^  words  you  usq?  is  it  5  weeks,  10  weeks, 

15  weeks ?  flOlrTe  we  going  to  use  a  means' test,  an  income  test?  I 
don't  knaiP\r.  T  - .  JHIb  « 

Mr.  Ha\vkins,  I^r,  Kolberg,  you're  *|BES    me  the  questions.  I'm 
trying  to  gejUan  answer  to  my  hrst  queAion  and  that  is,  yoifr  com-  . 
mitment  t64full' employment.  JSTow,  you  cannot  deny  that  in  ^our 
statement  you  say  we^have'a  commitment.  Do  .you  agree  with  that  ' 
commitment?  Now,  with  which  cgjjunitment  do  you  agree?  Wliat  is 
your  definition  of  full  emp'loyM^?  Can  you  be  specific  as  to  what, 
you  are  talking  about  wlien  y6u  say  you  are  committed  to  full  em- 
ployment? I'm  not  asking  you  to  disagreflK  with  mo.  You  can  criticizT2 
H.R.  50  all  you  want,  but  I'm  trying  to  nnd:out  wliat  at  is  that  you 
^and  Uio  administration  are  comimtted  to' in  terms  of  full  employ-, 
.ment?  Does  it  mean  so  much' unemployment?  How  much  ^mouploy- 
meat  does,  ifc-.inean?  Does  it  mcfan  eveiy  person  .able  ahd  willing  to' 
work?  Dops  it- include  or  exclude  women  who  may  desire  to  work, 
but  in  your  statement-,  apparently  are  not  supposed  to'  be  in  the** 
labor  -market  in  the  first  instance?  Just  what  dotfs  it  int'liido?  You 
have  left  us,  I"  thinly  ,with  a  great  degrep  of  couf usioji- as  to  what  it 
'IS  that  ^lus  jt^dministration  is  committed  to.  "  ' 

Mr.  KorjiERG.  As  a  statement  of  the  goal  of  this  society,  Mr. -Haw-  . 
kins,  I  would  be  willing  to  stand  with  what  the  EmplovmMifc  Act  of 
1946  says.  It's  the  law  of  the  land  and  I  think  every  administration 
smce  Its  enactment  has  supported  it.  I  think  every  fair  minded 
American  supports  it  and  i'will  be  willing  to  stand  with  that 
definition..  ■    \  • 

Mr.  ILvwKixs.  You  mean  you  believe  it  means  maximum  employ- 
ment, production,  and.  purchasing  power,  and  that  the  commitment 
in  the  F^ill  Employment  Act  of  1946— 

Mr.  KoLBERG.  I'd  be  willing  to  stand  on  the  words  in  the  act. 

iNIr.  ILuvKiNs.  Let  me  use  the  words  of  the  act.  The  act  says,  "We 
are  committed  to  a.  program  to  provide  useful  employment  at  fair 
rates  of  compensation  to  every-  pei-son  able  and  willing  and  seeking; 
cmplopnent.".No\v,  is  that  your  ngrcement  with  the  concept  of  full  " 
emplo}Tnent?  Do  you  agree  with  that? 

Mr.  KoLBERG.  I  am  not  sure  if  that  is  what  the  act  says,  but  I'm  in 
agreement  with  that  concept. 

Mr.  ILvwKixs.  Would  that  inchido  women  wlioni  you've  just  elimi- 
nated on  the  basis  they  may^ome  from  families  with  high  incomes? 
Would  that  not  Include  those  whom  you've  ]ust  rejected  a  few  min- 
utes ago  ?  _  , 

iNIr.  KoLBERO.  At  some  §tage  maybe  our  society  may  geib^to  the  point 
where  we  can  perform  that  .way.  I  don't  believe  it  will  get  that  far  in 
4  years."  ,  _ 

)  ,Mr.  Hawkins.  Do  you  think  the  program  of  the  administratiofl  is 
going  to  get  us  any  place  in  the  next  4  years' as  you've  outlined  on 
page  4  of  this  statement?  You  say  the  program  will  get  us  there  in  4 
years?  You  haviB  t.ax  incentives,  every  one  of  the  proposals  has  a  tax  * 
incentive  of  some  land  and  only  one  is  other  than  a  tax  incentive  j^d 
.that  is  imooitant  public  ^orks,  which  on  page  18  of  your  statement 
you  actually  repudiate  although  on  page  4  you  mention  public  works. 
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But  on  page  18  of  the  statement         indicate?^:  "Although  public 
works  programs  pi-oduce  tangible  long-tem  benefits  there  are  diffi- 
,  culties  in  usi^ig  massive"  public  works  programs  as  a  countercyclical 
strategy."  .  . 

Mr.  kojLBi^iRG.  We're  really  t^ilking  i\li6re,  Mr.  Hawkins,  .atout. ac- 
celerated public*  works  pmgrams;  the.  types  we've  tried,  in  the  past, 
not  building. veterans  hospitals  and  that  sort  of  thing. 

I  assume  from  the  bill,  Mr.  Hawkins,  that  you  and  I  \»ould  both 
apreo  on  the  matters  discussed  on  page  4  of  uiy^statement,  because  niy 
reading  of  the  bill  leads  me  to  conclude  that  your  first  priority  as  is 
ours,  is  creation  of  pfj'ivate  sector  jobs.  Title  2  of  the  6ill  is  n^ally 
compensatory,  to  mak(^  up  for  the  shortfall  in  private  seclor  jobs  aiicl 
89  I  hope  you  hope,  as  I  hope,  that  the  maltei*s  we  talk  about  on  page 
4  work  and  get  us  to  :)  percent.  We  don't  think  thev  will  get  us  there 
in.  4  >ears. 'Apparently  you  don't  think  thoy.  wilf 'in  '4  years',  <?it her; 
But  let  us  hoixi  they  getms  a  long  ways' down  that  road- because 'T 
.  think  that  is  the  preferable  r(?ad.  And  tliat's  tlie  wav  T  read  your  bill 
—you're  not  casting  away,  the  free  enterprise  at  all.  That's,  tke^ most 
important  part..  <^  \  -  .     ;    a  . 

;Mr.  Hawkins.  That's  the  first  tiine  you've  given  any  indication 'you 
might  have  read  the  bill.  ^  .  ..v^i  *; 

Now,  I  agree  with  you  on  niany  of  those^propos&.  confaine(l  on 
:  page  4  and  I  think  if  you  had  reud  the  bill,  v^u  would  understand 
that  wo^eniphasize  fiscal  and  monetaiy  policies,  as  a  first  . line  of 
attack.  Yet,  two-thirds  of  your  statement  is  qu  public  service  .jobs  a5 
H.R.  50  emphasize3  pui)Iic  service  jobs,  and  vou  ha\^e  just  said  that 
you  consider  that  a^teiTiiiual  |)rogram  after  having  rea^l  H.R  50,  yet 
you  go  into  a  question  of  public  service  jobs,  "     "     .  ' 

On  page  13  you  say:  "A- final  concern  we  have  is  that  emphasis  in 
the  bill  is  placed  on  creation  of  public  sector  job  slots."  Now,  that  is^ 
what  you've  said  and  yet  ha  ving  read  the  bill  ^^ith  its  great  emphasis 
on- monetary  and  fiscal  policy,  some  bf  which  you  have  outlined  and 
'  some  of  whicli  wetagreo  ^tith  ypu  as  a  first  lihe^pf  attack,  vou  would 
then  assume  tlmt  wlmt  we're  talking  about  is  public  servipe  jobs. 
Tlr^n,  you  go  into  a  lengthy  oration  on  why 'that  isn't  going  toVork. 
That  is  why- 1  question  whether  or  not  you'had  really  understood , the 
bill  or  p^it  the  parts  of  the  bill  togetheiv 

Mr.  Kor^ERG.  I  should  have  said  this  earlier,  T  suppose,  to  the 
'conimitteelFnembei's.  I'ni  the  AdministFator  of  the  Emplo}^ent  and. 
V  Training  Administration  and  I'm  before,  the  committee'-^we  usually 
appear  before.  I'm  not  an  economist.  and,Jherefore,  my  purpose  this 
morning  was  not  to  tiy  to  appear  as  an  ecx)noniist  to  discuss  with 
you  the  monetary  and  fiscal  policies  involved  witlvyour  bill.  I  thought 
the  prin\ary  reason  your  committee  wanted  to  hear  from  mo  was  to 
.  hear  the  \liought^  we  had  hi  the  Department  of  Labor  relating  pri- 
marily to  the  coinpensatoiy  programs  involved  here.  That's  what  I  * 
was  trying  to  do  and  I  ap<>logi:^e  if  the  statement,  therefore,'  is  un- 
balanced, in  your  view.  ■'  ^  V, 

]\^r.  Hewitt.  I  would  point  out  in  supplement  tq  that,  that  the  ad- 
ministration, the  Congi'essional  Budget  Office,  and  every  other  econo- ; 
mist  that  I  can  think  of  who^lias  spoken  on  the  matter,^has  indicated 


that  acceleration  in  growth  af  GNP  to  the  extent  to  reach  tkat  objec- 
ive  of  a  percent  unemployment  rate  jn  4  years  would  e^itail  inflation- 
ary pi-ossuies  that  aiti  uimcceptable'lf  thai  is  to  bo  done,  if  you  are 
to  get  the  3  percent  in  4  ycai-s,othen  it  would  seem  that  the  anly,al-i 
tciTiativp,  since \you  bnn't  overheat  the  economy  enough  to  get^theiti 
without/creatinff  unacocptablo  inflation,  is  to  use  the  options  you 
have  suggested  be  developed  under  title' 2.  Again,  the  principal  olie 
.again,  it  would  seem,  under  whatever  name  it  comes,  would  be  public 
service  employment,  " 

ilr.  Hawki^'s.  You'\^  brought  up^another  question  and  this  is  a 
long  one.  It  apparently  is  the  position  of  the  administration  when 
you  speak  bf  overheating  the  economy,  and  I  assume  by  that  ^-ou 
mean  that  putting  people  to  work  would  be  (Tverlfeating  the  economy 
and  Avould  bo  inflationary.  Is  that  the  conclusion  you  have  drawn? '  ' 

Mr.  IlKwifr,  It  is  very  possible  to  take  monetary  and  fiscal  meas- 
m-es,^a  pui^uit  of  putting  people  i^ack  to^work  that  would  overheat 
,tlie  economy.  If  t\if}  growth  iu  the  economy  Is  at  a  prudent  pace-fhen 
it  doesn't  have  to  result'in  overheating,  but  it  ^v'ill  take  longer  than* 
tho^aniouut  of  tinK?*this  bill  envisions.    -        •    ^  * 

Mr.  Hawkins.  What  is  a  prudent  pacr  ^  How^^long  is  the  goal  of 
full  employment  iij^  proposed  by  the  administriition  to  be  reached, 
^nd  what  is  your  target  for  1980 with  respect  t^  unemplovment?  Do 
you  have  ahy  specific  target  that  does  not  fall  within  the  categorv  of 
overheating  the  economy?  Is  it  your  position  that  as  a  tradeoff  of 
jobs  it's  necessary  to  continue  unemployment  .at  high  levels  until 
198p  in  order^ to  fight  inflation?  Do  I  understand  that  is  what  vou-re 
saying?      .  . 

]\Ir.  HFAvrrr.  I  don't  believe  so^  to  my  kjiovledge  the  administra- 
tion hasn't  set  goals  for  1980 -so  I  would  not'  be  .able  to  indicate  lo  : 
you  what  they  ai^.  J^don't  believe. there,  is  a  direct  tradeoff  between 
unemployment  and  inflation.  They  result  from  operations  ii\-the 
economy  but  they  are  not  directly/statMically  related  to  eacKa^ther'. 
in  a  cause  and  eifect  manner.  Putting  unemployriient  up  doesn't 'bring 
inflation^lown.  We  sa>v  that  before.   ^'  y  .  '  T 

Mr.  IIawkixs.  What  did  you  iT»fer  ;to  when  you  said  overheating 
the  economy  aild  that  we  might  move  too  "fast  toward  the  achieve^ 
mont  of  full  emplpynient?  /  '  / 

Mr.  IlEWTFT^  It  is  passible  to  generate  through  monetary  and  fiscal 
policy  thevj)ursnit  of  a  level  of  aggregate  demand"  that  would  result 
in  inflation;     '  :     «    '  ■ 

Mr.  ILvwKi^'s.  Let  me  ask  you  about  performance  under  tlxis  Ad-' 
ministration, for  the  past  7  yeai^.  During  this  time  we've  had/two 
recessions,  and  the  last,  one  197J^1974  certainly  wasn't  due  to  over- 
heating of  the  economy,  in  fact,  just  the  opposite.  We  haven't  had 
excessive  aggre<mte  demand  as  you  suggest.  j 

ilr.  IlKwilrr.  On  a  worldwide  basis,  we  have.  * 

Mi-.  ILvwkiNS.  Wages  have  lagged  behirid.  I  want  to  talk  about, 
present  perfonnanCe  and  see  liow  von  justify  that  and  how  you^BX- 
plain'  the  recession  through  which  we've  just  passed,  the  s^nd^one 
during  .this  administration,  for  \Vhich  the  administration  is  responsi- 
ble. NoSv  to  wh(it,dQ^ you  attribute  that. poor  i)erformance  which  is; 
the  worst  we  have  had  since  \he  great  depression' of  the  1930's?  It 
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Certninly  Avasn^t  due  to  ILll.  50  and  it  cejtainly  wasn't  due  to  any 
targeting,  a  full  emploJ^nent  target.  How  do  yoai  explain  full  per- 
formance that  we  have  gone  througli  during  the  7  years  of  this 
administration?    /  ^ 

Mr.  Hewiit.  I'm  not  prepared  to  discuss  all  7^  years,  but  this  last 
recession  was  si<^nificantly  triggoml  hy  worldwide  events  that  af- 
fected energy  prices  and  commodity  prices,  pximarily  foods,  and  had 
severe  repercussions  in  our  economy. 

Mr.  Hawkins.  Was  it  due  at  all  to  excessive  interest  costs? 

ilr.  HjJwiTT.  They  wei^  acoon\panying  it ,^ceitainly. 

Mr.  Hawkins.  Was  it  due  at  all  to  devaluation  ? 

Mr.  Hewitt.  I  wouldn't  think  it  was  due  to  otir  devaluation,  if  you 
mean  devaluation  of  the  dollar  a  couple  years  ago. 

Mr.  Haw^kins.  It  was  just  simply  due  to  two  unfortamatc  circum- 
stances in  your  opinion? 

Mr.  IlKwrrr.  They  had  a  major  formative  ro\e  in  the  creation  of 
the  recession.  « 
"    Mr.  Hawkins.  Would  continued  high  prices  for  ener^^,  let's  say 
specifically  for  oil,  as  pmposed  by  the  Administration  also  be 
inflationary?  ^  - 

Mr.  llr.wiTT.  One  has  to  he  very  concerned  about  the  high  prices  of 
oil  and  its  impact  on  the  economy  in  terms  of  its  prospects  for 
achieving  maximum  employment.  Yes,,  sir. 

Mr.  Hawkins.  Woidd  the  pronounced  statement  of  the  Adminis- 
tration that  they  would  veto  the  new  proposals  for  antitrust  legisla- 
tion bo  significant  in  tenns  of  inflation  ? 

Mr.  Hewitt.  I'm  afraid  I  can't  address  that. 

ilr.  Hawkins.  Mr.  Chairman,  I  don't  know  how  much  is  going  to 
be  served  because  apparently  we  have  a  very  diffei-ent  point  of  view 
or  approach. 

On  page  8  of  this  statement — let  me  just  spend  1  rhinute  irjorfc  if  I 
niay — on  page  8  you  speak  of  the  unemployment  rate  of  3  percent  as 
defined  in  this  bill  and  you  say  we've  only  achievc<:l  that  once  since 
1948.  Now,  let  me  ask  you  this,  are  you  aware  that  unemployment 
was  reiluced  from  6.8  percent  in  19G1  to  3.5  pt^rcent  in  1969  and  that 
in  1941  it  was  fuither  reduced  to  1  percent  which  we  achieved  by 
1944,  In  other  instances,  and  T  think  it  can  be  well  documented  his- 
torically, w^e  liave  had  remarkable  success  in  mlucing  in  relatively 
short  perio<:ls  of  time  the  unemployment  rate  to  rather  low  percent- 
ages; that  is,  in  and  amund  3  percent. 

Now  in  view  of  that,  how.  can  you  po9J?ibly  say  it's  unrcalistic  to 
attempt  to  do  it  during  this  Administnition  which  has  had  7  years  to 
*  do  it  and  which,  if  reelected,  will  have  4  more  years  between  .now 
and  1980.  If  you  are  not  in  agreement  with  some  type  of  target,  what 
can  we  expect  between  now  and  1980  in  tenns  of  economic  growth,  in 
terms  of  pnxluction  that  would  achieve  something  reasonabTe^.^f  not 
3  percent,  something  in  that  neightorhood.  In  other  words,  wliat  are 
you  prcposhig  to  do  in  lieu  of  II.R.  50  and  what  arc  your  targets? 
Do  you  have  any  goals  other  than  simply  forecasting  what  may  hap- 
pen without  tiying  lo  cause  it  to  happen,  without  formulating  any 
pix>grnms  or  policit^s,,  dp  without  changing  any  policies  to  make  it 
happen?  'Wluit  do  you  pi-oposo  to  do  betvveen  now  and  1980? 
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Mr.  KoLBERG.  :Mr.  Hawkins,  I  have  two  comments.  First  of  all,  the 
periods  of  time  of  lowest  imeniploymeiit  tliat  you  ai^'rchitinfr  and 
that  I  relat<^d  in  niy  testimony,  in  cacli  case  are  wartime.  Tlie  ie.s- 
tion'ls  whetlier  we  can  attain  the  3  percent  in  a  iXiUcetinie  econorwy. 
You  say      can,  but  we  liaven't  done  it. 

Second,  — ~  ,  .  . 

Mr.  Hawkins.  Tlien  yoirre  .saying  we  cannot  achieve  full  eniplov- 
nient?  Are  you  saying  Miat  ?-  '  . 

ih:  KoLBF.Ro..  No,  Vtn  looking'  at  Ihe  same  lii«torical  record  vbu're 
looKmg  at  and  saying  we  liaven't  done  it  except  in  a  waitiirit^  ecouo- 
nwv Therefore,  history  must  tell  us  stmiothhig,  which  is  that  it  is  v^ 
(liliiciilt  to  do  and  one  has  to  pu.sh  it  pfcUy  ha^-d^  lx)ri-ow  a  lot  oT 
money,  and  all  the  lather  (hinf,^  one  nuist 'do  iiiorder  to-push  unem- 
^  ploynient  down  totl  percent."  As  you  saul  inJ^Oli  we  put  evervbody  4o. 
Avork,  all  right.  With  i>0  million  people  in  tlTe  armcAforces  that's^iot 
too  hard  to  do.  * 

Jlr.  iTEwrrr.  ^Vv  had  serious  inflation.ary  p res.su res ^h at  ensued, 
too.  ^  ' 

^rr.  TLvw^Kixs.  How  is  it  that  other  industrialized  nati^  can 
achieve  r'i  percent  iinemploynicnt? 

A[r.  JlKwrrr.  They  coHUt.  their-unemploymcnt  differently.  

Mr.  Hawkins.  Yes,  )jut  I'm  counting'conipanildv  and  we've  <t ad 
several  studies  when  we  did  that.  As  a  matter  of  fapt  you  did  one 
yourself  an'd  converted  their  method  of  counting  to  our  niefhod  and 
we  still  are  under  r>  percent.  As  a  matter  of  fact,  Ihe  way  they  count 
we  re  talking  al)Out  l^uid  2  percent.  Well,  are  we  to  draw  the  con- 
clusion theji  ihat We  can  never  achieve  full  employment;  that  it 
would  1)0  inflationaiy.or  it  would  have  to  he  wailime  and  I  don't 
know  when  we're  not  at  war. 

Mr.  HKwrn*.  Depending  on  how  you  define -the  ?>  ])ercent  unem- 
ployment. It  .seems  to  me  Ihe  objective  of  a  comj)e* itively  provided 
]ol)---rtiat  IS  to  say,  one  provided  bv  Ihe  competitive  laboi^  nuirkel.' 
including  t^ie  nonnal  public  sector—for  everyone  who  seeks  woVlc  is 
a  very  good  objective  lor  Ihe  country  to^gavc^To  add  on  to  that  that 
you  are  gpmg  to  guarantee  a  subsidized  public  job  to  every  indivi(hi- 
al.  if  you  don't  achieve  that  for  eveiy  individual,  I  Ihink  is  whei-e 
you  run  into  a  problem. 

Mr.  Hawkins.. Again,  you're  talking  about  public  .subsidized  job^, 
and  ignormg  completely  the  use  ftf  fiscal  and  monetary-  policies  thrt 
we  ve  been  usmg  wliicli  have  hex>n  di.sgnicefully  Incorrect  and  you're  * 
Ignormg  tliat  altogether  and  cojj^luding  that  Ihe  private  sector  can-  • 
not  produce  jol>s  even  when  stimulated.  That  is  the  oidy  way  that  Ihe 
tenninal  public  jol>s  tlutt  we  sp(>ak  of  would  bo  costly.  It'would  bo 
that  there  w^onla  bo  a  (X)mplele  failure  of  our  monetary  and  fiscal 
pol icies ;  is  that  not  so  ?        .  *  '^"^ 

Mr.  HKwrrr.  What  we're , suggest  in;.^  is  that /-you  cannot  reacH*  3 
percent  unemployment  in  a  brief  period  of  time  just  witk  fiscal  and 
monetaiy  policies. 

Mr.  Hawkins.  Well,  will  you  tell  us  wliat  rale  of  unemployment 
can  we  reach  in  what  time?  .     *  ' 

Mr.  IlKW^irr.  I  tiiink  that  the  Congressional  Budget  QfRce  sug- 
gesled  that  a  rapid  growth  i-ate  that  was  reasomibly  ficliievable  witli 
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Wice  stability  would  get  unemployment  down  to  6  or  6^/2  percent  by 
me  end  of  this  dccax:le — or  figriires  along  that'line.  That  ia  not  a  desir- 
able level  of  unemployment  but  it's  what  th?y  havfe  projected  as  the 
maximum  aggregate  fiscal  ancj  monetary  jx)licy  <iould  acliievo. 

Mr.  Hawkins.  xYpparontlyt  yon  havenx  imd  their  latest  report  in  ^. 
whiirh  they  indicate  that  thoy  have  not  considered  all  the  methods 
that\could  be  use<l  and  which  would  be  used  under  II.Il.  50_to  reach 
that  bbjective  and  they,-  too,  are  talking  basically  about  public  service 
jobs. 

Mr.  IIE^vITT.  If  you  have  recoui^so  to  public  scr^^ce  jobs  and  you 
'have  to  determine  who'  is  entitled  to  public  service  ]obs.  This  is 
exactly  the  point  that  Secix^tan'  Kolbc>rg  was  addressing  earlier  with 
regard  to  potential  members  of  the  lab6r  foix^e  who  qoukl  be  induced 
intp  seeking  jobs  in  a  veiy  advantageous  work  setting,  wages,  and 
so*'torth. 

jSlv.  IIawk-ins.  If  yon  disagree  with  Xhat,  tlien  I  suppose  it's  true 
we  dro^v  the  (^uolusiou  tliat  we  should  not  encourage  people  to  work, 
and  we  should  do  even* thing  as  you  have  done  to  discourage  them 
and  to  keep  tliem  oiit  of  tlie  labor  luai-lcct  and  not  even  to  count  them 
as  even  being  ill  the  lalx)r  niai'kct.  •  . 

!Mr.  irKWirr.  That  certainly  is  not  what  we  would  suggest,  at  all.  • 
Wliiit  we  wouW  suggest  is  that  jt  is  not  appropriate  to  subsidize 
pul)Iic  jobs  for  individuals  wlio  liave  no  need  for  them  in  terms  of 
their  family  composition  and  income  and  who  would  not  even  be  in 
the  labor  market:  were  it  not  for  the  oj)portunity  for  such  public  jobs.. 

Mr.  Hawkins.  Is  it  proper  to  encourage  private  indn.stry  or  the 
private  soctor  to  emi)h)v  individuals  tlirough  propeV  monetary  and 
fiscnl  policy  without  any  limit? 

iMr.  IlKwrm-.  To  f.lie  miiximum  employment  that  can  be  reached 
within  a  reasoiuihle  price  stahUjty  range ;  yes  sir. 

Mr.  Hawkins.  You  agree  with  that?  . 
.        IlKwirr,  Y(^s,  sir. 

.  Mr.  Hawkins.  Now,  let  us  say  you  do  that  and  you  do  all  the  other 
things*  fhe  countercyclical  aid,  the  youth  employment  program  and 
the  many  other  awlerated  public  works  progi-ams  Which  apparently 
yon  agj-ee  with,  and  l(*t's  say  you  get  down  to  the  point  where  all 
Ihese  other  efforts  fail,  would  you  at  any  time,  as  a'temiinal  program, 
or  as  a  matter  of  last  lesort,  use  public  service  emj)loyinent  on  that 
ba.sis? 

Mr.  HrAVirr.  Not  toially  miseloclively  for  any  iiulividual  who  de- 
ei(le<Vthey  were  unemployed  that  week  luid  wanted  to  come  and 
a  public  seryice  job.  I  think  you  have  to  have  sonu*  other  eligibility 
or  eiitr/^nTeria  related  (o  their  need. 

Mr.  ilAWKiNS.  What  would  you  do  for  (he  individual  tlum?  Would 
you  otrei"  welfare  or  what  would  you  do? 

^  Mr.  lfl':wnT.  If  they  were  in  a  position  where  welfaw*,  was  their 
only  alternative  to  income,  then  one  would  assume  they  would  j^ass 
any  set  of  eligibility  criteria  that  migfit  be'establi.shed.  , 

Ml".  IlAWKrNR.  fjet  me  i-ead  on  page  ft  of  the  statement,  "I'he  Com-  ■ 
missif>n  foi*  Man[Knver  Toli(;y"  to  which  you  owe  some  allegiance, 
you'i'e  a  meinber  of  it. 

'/'Ml-.  K()Tju:nn.  Ijpi  nie  state  again,  ^^r.  Hawkins,  T  owe  no  allegiance 
to  (hat  statement. 
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Mr.  Ha^vkinr.  Well,  now  vouVo  l)ojriiiriiii<r  to  (lisafriw  with  it 
-Mr.  KoLBFiio.  It  was  never  clcaml  mKIi  mo  nndi^Avill  make  that 
clonr  tothechainnan.  ^ 
n  "Y':-  JJ-V^'Ki^:'^^-  !  (hoiijrht  yoii  said  you  ^renerallv  siipixirtod  it.  in 
- n      .      :"t^  anytliinjr  svmpathotic  toward  II.R. 

.>0  and  that  I  had  nusi-oad  it.  Now,  when  I  ho-i„  to  road  to  von  ^vhat 

deny  i"t  '■^^P"^'-'*^'  't  or  you 

Mr.  KoLBKRO.  I  ai)olon;i/,o.  .Mr:  Hawkins,  alioad. 

31r  mwKixs.  Thore  is  no  nc(Ml  ih  my  roiulinij  it,  hooanso,  you 
probably  di.sagnK.,  w,(h  ,t.  Mr.  Chainnnn,  I  think  Tvo  taken  up  nioro 
than  my  time  now.  ■  ' 

Mr.  Daxifxs.  The  fronMeman  from  Khoje.  Ishand,  ^^r.  Beard  do 
you  have  any  ((uestions?  '  . 

^Ir.  Bkai!!).  Yes.  tliajdt  you.  ^U.  Chaii  niaii. 

I  ve  been  here  almost  a  year  and  a  half  in  (he  ron-'re-^s  as  a  fre^li- 
man  memlx-r  and  I  eome,  from  a  State  ^vKere  ^ve  luivP  a'lmost  14  nor- 
oent,  unenip  oyn.ent.  (he  S(a(e  of  KlKxle  I.sland.  All  I  ^now  is  \\v^t 
o^^>kmfr  at  the  rack  m-ord  over  the  last  10  y^ars  (he  a<]ministra(Son's 
1    ini'n/;'T  "nen.ployment  was  (he 

V  r.ut  i  "nri>'-  Y'  'T'  ^^"""'''^  ^r^'^  ins-taUations.  a  con.pletc 
uipeout  of  ;,,0m)  lobs  and  most  remKly  a  shifting  of  some  of  (ho 
regular  fora.s  and  a  lot  of  the,  .-i vilian' yobs  down  at  Fort  Devon  ' 

.vnb';,'-!'/  ""■  '"i"«'-i'y  -^i'l*-  ^vould  sav,  the  programs 

^\o  liavo  for  (lie  pi  ivato  scc(or.  -  '     .  i 

oliri'/^''v''\"^r''''n'''""  ^^-.'f'' .<^"''""i  '''ro  I'ow  in.poHin^  raw 
w       w    .   n'Jt       '"f  '^'^  l'"rti'.fr  i.oopl^vho 

hn     Ti«      7^'7"";i'f":"-^  "at  now  orea(c  jobs  overseas  in  Taiwan, 
h.ue  .hoi-s  made  on  Spam,  all  so.ts  of  products  that  you  se^i^n  the  ■ 

;naSli'  trSL^';:;':   ^"^^  -^-^^  -'^-^  -^"-i-" 

of  n-viV,'';''^  is  the.  admini.s( radon's  oon(rihn(ion  and  all  in  (ho,  name 
Khode  Islaiul;  we,  have  a  depres.sTo.n.  As  a  matter  of  fact,  I  was 
or  '"■^^•■'^'''^f' i  ■'^">'<-l^f  .y  I'rought  (o  n.y  attcn(ion,  arouM.l 

St.L  ^(•  Sf-  ^  7'f>«'-';'<l  f.'<"i''<l  jn-M  uno,mploj7„™  in  (ho  . 
l/lllo  T  l  "'"''nploymont  now,  so 

al  oT/t  n    sl^^^^^  'Tr'^'^'  '''^         <lopression.  I'm  talking, 

tlK^oMbllo's'  ^'""J"'"  Domocra(s  hayo  talked  al>out, 

•?J„  i  n"  'A'f""  "  I""^'''"'"  '""^  'i^^'  .some  .simulation  of  the 
pnyat,j  sector.  I  Ve  heard  (he  licpublicun  paity  and,  the  administra 

.on  al  e  about  that  bi^.  ^ny,  help  (hat  bi^/«uy,  m.la^  (,hc  tax  Caks. 
«et,  ttio  privafe  .s<-c,(or  workm^r  and  oyerythinL'  will  bo  fine  but  that's 
not  happenu>«.  Wlu^«yor  programs  Nixon  ami  ForS  Co  put  n  o 
P  ay,  they  hayen't  worked  bec.iuse,  wo  have  a  hell  of  a  lot  c,f  une 

. lo.vn.on  „.  Kh.Kle  Island  All  I  know  is  that  the  adn.ini.stra  1^1^ 
pul  ed  the  ruK  on  us  m  KIkkIo  Island,  has  crippled  us  in  Rhode 
Tsland  and  cnn(o,l  (he  unen.ployiuent.  ha.s  ,>ut  a  dmir,  on  the  at 
l'".V<Ts  of  Khodo  Islan.i  wi(h  all  (he  unemployment  con,  pen  sat  ion 
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That's  the  trnck  iTOord  and  you  cran't  say  ifV;  not  there.  Do  you  know 
what  r>;000  jobs  Is  for  tlic  SUite  of  Khodo  Island  that  is  50  niiles  by 
*M).  less  than  1  iniUion  people?  That's  the  administration's  contribu- 
tion to  the  so-called  brin^in^i:  tliis  country  \mck  up  on  its  feet  again. 

I'm  all  for  peaceful  coexistence  with  forei^^n  countries Jncludinf]f 
Coniiniuiist  China  but  when  they  have  cloth,  for  example,  iinporte<i 
int^lhodo  Island,  you're  puttini!:  people  out  of  work.  Sure  it's  nice, 
they  can  get  it  cheaper  from  China.  But  all  the  tremendous  imports 
of  sho(»s  and  all  the  products  you  si.»o  on  the  markets  from  foreign 
countries,  you'i*©  wiping  out  theAmerican  worker, 

I  think  there  has  to  be  a  ba^Stu^c.  AV'e  need  public  service  jobs  and 
I  think  the  President  should  realize  that.  Talk  to  the  guy  on  the 
stivet.  not  the  bui-eaucrats.  Talk  to  the  guy  on  the  street  and  he  will 
tell  you  what  is  needed. 

I've  been  on  all  sides  of  this  ball  game.  I've  been  unemployed.  Two 
years  ago  I  swmig  a  paint  brush  for  a  living  and  now  I'm  in  tlie 
Congre^.  I'm  talking  for  the  -average  guy  and  I'm  telling  you  what 
you  people  aren't  listening  to.  I'm  telling  you  right  now  whatever 
yoirve  done  over  the  last  10  years  hasn't  worked  and  you've  created  a 
depression  in  Rhode  Island;  500,000  jobs  went  down  the  chute  and  a 
lot  of  Democrats  and  Kepublicans  votx^d  against  it,  they  vote<l  against 
overriding  the  President's  veto.  Tlie  President's  track  record  is  de- 
|>lorable,  let's  face  it,  the.  way  it  is.  What  you  have  done  .so  far  hasivt 
worked,  so  let*s  tiy  something  di  tie  rent  and  that's  really  about  the 
si/e  af  it.  > 

Pin  disgusted  at  the  last  V/^  y^iti's  listening  to  big  business.  The 
Republican  philosophy  is  to  help  big  business  to  get  this  country 
moving  again  and  it  has  only  crippled  Rhode  Island.  How  in  the  hell 
ar(^  you  going  to  have  low  unemployment  in  a  region  like  Rhode 
Island  and  New  Englan<l  when  the  .President  onlers  these  militaiy 
bases  to  be,  pulled  out'^  You're  adding  to  th**  unemployment,  you're 
julding  to  the  burden  of  our  State  and  that  is  really  what  it  juiiomits 
to. 

What's  your  answer  on  that  one  ? 

Mr.  KonuKKG.  A  very  good  sjx^(V'li,  Mr.  Beard. 

Mr.  I^KAKi).  It's  not  a  spe(H'h,  it's  Ji  fact.  Yon  come  to  Rhode  Island 
and  you  talk  to  th()se  peoples  and  they  will  tell  you  the  same  thing. 
The  facts  speak  for  themselv(\s;  .5.000  jobs  gone,  almost  14  percent 
unemployment  and  you  tell  me  wlu^ther  tluit  is  a  recession  or  depres- 
sion figun\ 

Mr.  Damkus.  Is  thi^re  anything  fuillier,  Mr.  Beard? 

^\v.  Beaiu).  No.  I  yield  back  t.ho  balance  of  my  time. 

^fr.  Daniklh.  Mr.  Secretaiy,  you've  given  sev(^ral  reasons  why 
you're*,  op|K)sed  to  IF.R.  .50.  among  which  is  that  s^^ctio;i  205  of  this 
bill  du[)licates  [)i*ogranis  already  administered  \//  the  Depaitment. 
Now,  if  you're  not  in  favor  of  this  section',  should  we  give  up. on  the 
(fuestion  of  resolving  high  uneniployment  for  our  youth?  What  does 
the  administration  [)ropof^e  to. do  about  it?  We  hav(*  over  20  percent 
of  our  yOung  people  nne-Uiployed  aiid  over  o.^  percent  of  our  minority 
yoimg  ix^ople  are  unomployeil. 

,  You  stale  in  your  statement  on  |)iige  H)  that  title  T  of  CETA  serves* 
jipproximately  00  percent  of  our  youth,  and  under  title  HI  o|>.CKTA, 
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thc  Doi)ai"tinont  is  responsible  for  providiiin:  a  variety  of  programs  to 
serve  young  people.  Are  we  adequately  takin^r  care  of  these  young 
people,  today  under  the  CE'rA  pro<rranis  presently  in  existence? 
-^^^Ir/KoLiiKUo.  The  fii-st  part  of  inv  answer  would  be  to  note  the 
major  commitment  on  the  pait  of  the  Conp-ess  under  CETA  toward 
yoimcr  peoph\  Sixty  percent,  really  amounts  to  00  percent  of  about 
$1.G  billion.  So,  in  other  words,  the  bnUc  of  title  I  of  CETA  goes  to 
pmgrams  run  by  state  and  local  prime  sponsors  for  young  people'lG 
to  21,  That  does  not  include  half  a  billion  dollars  for  summer  youth 
employment  and  certainly  doesn't  include  funds  for  the  Job  Corps 
which  is  al)out  ^^IT.vmillion  now.  So  one  can  easily  get  a  figure  of 
o\^e^;$l.r)  billion  out  of  CETA  devoted  to  tliis  ai^^e  category. • 

iv^^?^^-  l^^^         ^^^^^'^  question  is  whether  that  is  enough? 

\\  elK  It  s  a  sizable  eomuiitment.  CeHainly  thei:e  continues  to  be  liigh 
youth  unemployment.  Tliere  i>n't  any  question  about  that.  I  think 
we'll  see  the  loeal  prime  sponsor's  doing  a  better  job  of  weaving  these 
programs  together,  but  that  probably  still  won't  cure  all  the  prob- 
lems. 'J'lie  probh'ms  really  rehite  to  an  endemie  problem  in  our  society 
of  tmnsition  of  scliool  to  work,  which  we  all  have  talked  about  a 
great  deal  I>efore.  Tliat  is,  how  are  wo  going  to  do  a  better  jqI)  in  the 
srhools  of  our  soeiety  in  getting  pwple  ready  to  move  from'  those 
.schools  eillier  into  higher  educiition  but  more  importantly  into  tlie 
work  phice.  We  liavon't  done  as  good  a  ]oh  as  we  should. 

INIr.  Daxifxs.  Wliat  program  is  the  administration  advocating*-  to 
pick  up  that  g{ip?  "  • 

]Mr.  IlEWrrr;  Mr.  Chainnan,  I  tliink  the  administration  woutfl' 
agi-ee  that  the  probh^n  is  serious  and  they  are  looking  for  ways  to 
deal  with  it.  I  assume,  altliongh  it  liasn't  been  articuhited  in  quite 
tins  fashion,  they  would  say  tlie  programs  we  have,  have  not  been 
demonstrated  to  he  so  perfect  that  we're  willing  to  put  all  that  nuich 
more  money  into  them.  But  we  don't  know  what  else,  to  do  at  this 
point  in  time.  Vc  are  working  on  a  few  experimental  things  under 
tilt,  leadei-ship  of  the  Department  of  Lalx)r  lo  tiy  to  develop  some 
ways  of  makinir  this  school  to  work  pro<:;ess  more  suceessful  than  it 
produees  now  for  most  people.  But  we  don't  have-any  panacea,  at  any 
price,  fo  put  on  the  tabl(j  for  tliat  problem  and  Ave  don't  see  it  in  the 
mTl.  Allit  dQi^s  it  tell  tlie  administration  to  coine  up  with  a  prograni. 
Tf  we  Icnew  what  the  piogmun  was  and  how  it  wouhl  work,  rfi7suro 
w(»  would  l>e  in  1  here  with  it  now. 

yVfr.  Danikls.  Does  the  administration  have  a  comprehensive  em- 
ployment policy  to  take  care  of  tliis  unusual  and  unpi-eeedented  level 
of  unemployment  from  which  we  have  f)een  sufleping  for  the  i^^t 
several  years  otiier  than  giving  tax  incentives  to  hirge  corporations? 

Mr.  KouiKHo.  Apparently,  Afr.  Chaimian,  000,000  jobs  for  youth 
this  suimrier  is  fTomething  one  disf^ounts  just  like  that.  It's  nothiu"".  T 
would  say  that  already  tliis  is  a  major'comjnitment  on  the  pai't^'of  '^ 
the  Ameriean  people  toward  taking  earc  of  the  probleni  of  youth 
unemployment.  Xow  maybe  it  doesn't  iro  a,s  fai"  as  maybe  yoti  or  T 
would  like  to  go,  I)ut  let  me  say  that  if  there  were  some  "silver  bul- 
let" solutions  lo  easlngtlie  transition'  frojn  ^rhool  fo  work,  of  cutting 
the  uneinplo5"ment  rate  for  kids  ](>  to  10,  then  we  <lon't  know  what 


170 


167 


tlioy  .are.  \Vo  already  hav^  a  major  ,conimitineiit'  out  there.  Prime 
sponsors  are  spendiii<]^  a  great  anioiuit  of  money  on  trying):  to  discover 
ways  that  work  in  their  coinmunity- .^'o  got  nt  this  problem  and  we 
continue  each  year  to.  increase  tho  re56iirces  to  address  this  particular 
problem,  ,  v  . 

Mr.  Daniels.  The  Dopai-tment  of  Labor  maintains  records  on  un- 
employment in  detail.  Can  you  tell  tho  cbmmitteo  exactly  how  many 
unemployed  youths  we  have  in  America  on  an  all  ycrar  round  basis? 

Mr/IlE^Ti",  This  is  a  .seasonally  adjusted  figure.  On,  a  seasonally 
adjuste^^y^a  In  MaiT:h  of  107G,  unemployed,  of  both  sexes,  age  16 
/"^to  10  t<^1tt?rM,7  million* 

Mr,  Danikls.  The  Secretary  in-his  tevStimony  mentioned  that  pres- 
ent youth  pTOgrftms  take  care  of  youths  during  the  summer  months 
to  the  tune  of  900,000.  Now,  what  about  the  difference? 

ilr,  KouiERG.  Those  are  public  jobs,  that  f)00,000.  That  doesn't 
count  jobs  provided  by  private  industry  at  all.  Those  are  just  the 
public  jobs,         -  "  ;  . 

Mr,  Daniees.  IIow  much  of  the  differentijiul  does  private  industry 
pick  up  T  .  ' 

Mr,  Hewitt.  NAB  has  a  goal  for. 200,000  job5i,;They  oversubscribes! 
them  last  summer.  They  expect  to  well  overshoot,  that  this  coming 
sunuuer,  Tiierfe  are  a  lot  of  summer  job  programs,  for  kids,  in.  tlie 
private  .sector  which  add/substaniially  to  employment  of  young 
people  in  t  he  supFmiertimc,  .  :^ 

Mr, 'Daniels,  HopcfHlly  the  private  se6tor  T^^.ill  take  care  of  these 
unemployed  youths  during  tfie  rest  of  the  year,  but  the  summer  youth 
pjpgram  only  takes  care  of  Uiese-'kids  for  a  , period  of  months. 
^\^ter  that  3>^month  period  of  time  expires,  what  happens? 

Jlr:  IlrnviiT,  The  kids  go  back  to  scJiool,  they  ait^  not  employed. 

>[r.  Daniels.  How  about  those  kids  that  dou't  go  to  school,  that 
don't  fuilher  their  education,  should  we  giye  aome  considerAtion  to 
them  ?  ,  ... 

Mr,  Hewitt,  Yes,  we're  spending  over  $V. billion  a  year  through 
CETA  for  those  kids  that  are  basically  in  the  labor  market  full  tiirieji 


OgrnnjLgj  ; 

programs,  This'is  tlie  biiUc  af  tlxtj  t^xirollmeni  ;mdeP  tittfe  I  bY,-CE,'jP| 

\Mr,T>ANrEL8,-  A*5  I  see  it,  all  thescp/^:pCTanis  ^ttre'^nieritoVious  but. 
tliey  don't 'go -.far  enough.  We  ajre  hot: taking  ci^ro  of  the  need  and 
iirge^iey  of  providing  jobs  to  tlje  oflic^  yoi(tlLS  of  o  . 
Mj;*  IlE\\''rrr,  <3^iilainly  yout^   unerUpljc>yment  continues  to  be  a 
'   f^igC^iticaiit- pl^bl^rfi.  Th(Tq^  isirt  aVy  questlc^^  Tli6  niuu- 

Ikm's  sp('akjFort1jenjfe^J^  ,    •■  /      /      '  ' 

.    ,^Mr.  TXVnii™. 'Ou;l)ehalJ  of  .tVv^^^^^^  t6  thank  you, 

ittMr.  Secret-^iry,  Mr.  Ko]])eji'g  and  5fr,  HKwitt  fo^vyoyr  cburtefjy  today 
\    iiU(Kag!iin  T  repeat  Pnl  fjprry  /^>'r  tlie'  u,hdue  delay.       '     '•  l-  ."  ) 
r-W^  Our  next  witness  is  Xit\  *Tn't'jpl,).  Olnymnri'ii  secfrctarv-1  rVasuror  in 
Industrial  Tliilon  Departme'^^^^^  Mr..  Cl^iyir>a'ii,  Xj^n- 

jici^cli^itajid  you  ai'c  accj^lmpanied  by  Mr..iKic|'iJU'd  Prosteri,  research 
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ilr.  Cr^vvMAx.  That  is-ri^yht,  sir.  Mr.  Chairman  and  Congressman 
Hawkins,  I  thmk.I  will  dispense  with  the  reading  of  my  statement 
and  perhaps  save  some  time. 

Mr.  D\xiEr.s.  With  untinimons  consent  the  statement  of  Jlr.  Clay- 
man  will  l)c  incorporated  into  the' record  at  this  point  in  full. 
.   1  Document  referred  to  follows:]  , 

PuKPARtD  Statement  of  Jacob  Clayman.  SEdaETARY-TREAsuRER. 
5  INDUSTRIAL  Union  Dep^vrtment,  AFIv-CIO 

f Si'^iw"""','"'^  ^^'^  invitation  to  testify  today  with  regard 

to  the  Full  Employment  and  Balar.mi  Growth  Act  of  1976/  II  R  50  I  know 

hat  you  and  the  memhers  of  the  Committee  are  already  aware  of  the  AFL- 
would  nkT/ri^"  ^^'^  /I""U»l>'*ey-IJ"^vkins  hill,  hut  with  your  indul^ren^^o  I 
^)  important  '       ^""^  '^''"'^  '^^^^'^  ^^"^  '''^  ^^^^^^'^  ^''^^'^"^^ 

The  iHieinployment  rate  in  this  country  is  tra^-ically  high^The  amiouneement^ 
1.  St  l-rijlai.  of  a  drop  in  the  -ofliciar'  uuemploymeut  rato  to  7.5  percent,  makes 

he  passa^'c  of  this  loj^islation  no  less  imperative.'A  few  months  of  marginally 
uows  on  the  emph>yment  fn.nt  is  no  n^rson  to  hohl-ofl'  Ic^cfslatlon  whicli 
drizens  ffoveniment  to  plan  a  healthy  economic  future  for  our 

It  seems  most  appropriate  that  we  plan  our  way  out  of  this  crisin.  since  much 
of  our  current  unemph)yment  was  planned.  It  was  planne<l  !>y  a  callous  admin- 
istration that  (UH.'ided  it  was  the  way  tc^whip  inflation.  Someplace,  somehow, 
this  country  had  foiste<i  upon  it  the  idea  that  govetument  planning  in  sm'iallv 
HiCTiillcarit  ureas  was  somehow  un-Amerlean.  TUit  planning  should  not  he 
t  inii^'ht  of  as  M  had  word.  Kijc  Inisiness  plans  product,  .sales,  and  distrilmtiim 
stnitejiie.^freriuently  years  in  advance.  Planning  for  the  welfare  of  our  citi^ 
xeus  must  not-  continue  t^>  occupy  the  poHiti^m  of  an  alien  ideolo^^^  in  our  so- 
ciety. J  he  Hiimphrey-IInwkins  Mil  represents  a  very  f^iguillcant  liiove  toward 
pro^'ressivo  social  planning. 

I  flo  not  like  to  use  metaphors  involving  war.  But  we  have  no  choice  other 
than  to  declare  n  war  on  an  epidemic  of  unemployment— one  wliicli  is  s-anninir 
,  our  nation  s  ability  to  maintain  the  living  standards  of  its  citizens  and  its  nosi- 
tif^n  in  the  wf>rld  at  larpe.  ■  *  ^  ■ 

Our  haphazard  appr(»ach  to  natifmal  economic  health  leaves  ns  looking  like 
economic  Neanderthals.  Other  pcommilos,  including  those  of  West  Oermanv 
and  K\y4'den.  have  .iminnged  to  weather  periods  of  economic  diirienlty  in  faV 
better  con(litif)n  than  we  have.  Our  government,  heA^Keil  by  unemployment,  has 
done  little  to  alleviate  the  condition  and  has  in  many  ways  exacorbatwl  it  For 
example,  many  of  our  major  cori>orations  rw?eive  what  nre.  in  effect  govern- 
inent  HubHidies  to  export  advance<l  technology  and  investment  capital  and  In 
the  i)ro<'e.sH  we  have  lost  f)ne  to  twaTnillion  badly  nee<ied  jobs. 

The  dollar  costs  of  unemployment  are  staggering,  and  the'sj)Clal  costn  while 
hard  to  estimate  in  monetary  tefms,  nre  overwhelming.  Bas-oil  on  current 
figures,  each  one  pc^rcent  of  the  labor  force  that  is  nncinployefl  results  in  the 
government  Jojcing  srmie  14  billion  dollars  in  revenues,  but  that  Is  jnst  the  !)e^ 
ginning.  Government  oxpenseB  increase  rapidly  daring  periods  of  unemployment 
and.  depending  on  who  .vj)u  listen  to.  the  government  dispenseK  anywliere  from 
two  to  six  billicm  dollars  in  transfer. payments  for  each  one  percent  of  the  labor 
force  that  is  unemployed.  Yet  the  administration  tells  us  that  we  nee<l  not 
worry:  their  plans  for  th<>  wonomy  forecast  unemployment  at  7  2  percent  in 
1077.  (?.r,  percent  in  1078.  5.8' i)ercenjy  n  1070,  and  5.1  percent  in  1080  We  feel 
that  any  unamployment  in  excess  fps  perc|nt  a  year  is  miconscionable  and 
econf)mI^ally  destructive.  To  it.q.  cJWftt.  the  JIumphrey-Hawkins  bill  would 
bring  us  to  the  3  percent  level  by  1080.  ' 

If  the  estimatefi  of  II.R.  50s  costs-<-35  to  40  billion  dollars  per  venr-^axe  cor- 
re<  t.  we  would  be  gottirig  a  v^^ry  good  deal.  If  the  government  loses  14  btlHorr 
dnllarH  in  revenue  for  each  one  perceijt  of  unemployment,  a  four-percent  reduc- 
tion In  unemployment  would  save  us  more  than  enough  to  pay  tor  this  hill  But 
tlic  savings  would,  in  fact,  he  even  greater 
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The  Office  nf  Inoomo  SetMirity  Policy.  Office  nf  the  Assistnnt  Secretary  of 
Planninj;  and  Kvjihurtion.  Deimrtnient  of  Ilcnitli,  Educjition  and  Welfare,  pre- 
parwl  a  study  in  mid-li)?;"),  wliich  attempted  to  estimate  tile  cyclical  lH?haVior 
of  major  transfer  proj;rams.  While  some  aspects  of  their  models  were  not  quite 
on  the  mark.  an<l  some  of  tlicir  exixiuditure  predictions  were  a  hit  larKe.  tlie 
study  nevertheless  reflects  a  suhstantiai  nttemi)t  to  provide  a  basis  for  det-ision- 
makin?  in  an  iM-rmomic  situation  sueli  as  the  oue  we  are  currently  faced  with,  o 

While  it  W(»uid  he  unfair  to  su^xk'est  there  .is  a  simple,  stralghtline  rclotion- 
shji).  their  work  does  sn«^'est  tluit  each  additional  one  percent  of  unemployment 
hriu;;s  on  six  tr>  Jiine  hilliou  dollars  in  transfer  program  payments.  Wc  have 
extractCHl  SOUH'  of  tlieir  Wjt»rk  as  it  relatei?'to  six  programs  (.'seje  JTahle  1)  and 
cannot  help  hut  notice  that  a  tremendous  fhiancial  burden  will*be  faced  by  tlie 
taxpayers  n»r  as  long  as  massive  ;inemi)loyraent  is  with'  us.        a  ^* : 

As^vr)n  can  scje  fn>m  Table  I,  the  stujly  set  lip  twd  regimes  for  each  quarter 
in  1975  and  1070.  The  '^predicted"  costs  (basal  on  an  apparently  ove'rly  pessi- 
mistic econometri<?  model)  are  contrasted  with  probate  expenditures  in  the 
same  categories  if  we  were  at  a  live  percent  unemployment  level— "no  reces- 
sion" in  the  terminology  of  the  study.  (We  have  not  included  in  this  resume  of 
tile  ISP  technical  paper  the  billion  dollars, per  year  that  they^  estimated 
would  be  exi)ended  for  public  service  emplt)yment  programs,)  I' 

According  to  tlie  I.SP  calculatifiny.  if  unemployment  in  the  last  quarter  of 
3!)7(j  is  at  7.5  percent,  these  six  programs  alone  could  cost  20  to  20  billion  dollars 
per  year  more  than  if  wc  were  at  a  5  percent  unemployment  level.  .Tust  imagine 
the  ndditionar  savings  if  we  were  able  to  get  down  to  the  3  Percent  unemploy- 
ment level  contemplatetl  l)y  the  Huniphrey-Uawkins  l)ilK         ~  ' 

As  John  I..  Palmer,  senior  feliow-at  the  Brookings  Institute  recently  noted  : 

**Actual  fe(H*ral  expciUditures &re  ext>ected  to  be  In  the  order  of  23  percent  of 
CNP  for  1!)76.  up  from  a  level  of  20.5  percent  In  1970.  Put  thla  recent  increiJ^ 
^neither  reflects  nor  necessiirily  portends. an  upward  trend  In  thia  figure.  The 
•  reason  is  that  the  current  recession  has  the  dual  effect  of  temporiirlly  raising 
federal  exi>enditures  above  and  hmering- GNP  below  their  respective  longer  run 
growtli  paths.  If  the  economy  were  oiK'ratlng  at  the  full-employm^!nt  level  of 
5  percent,  federal  exi)enditure  wonld  be  about  20  i>ercent  of  GNP.  Outlays  In 
major  in<'ome  security  programs  (sucli  as  unemployment  Insurance,  food  stamps. 
AFPC.  and  Mwliraid)  are  very  sensitive  to  the  aggregate  unemployment  rat^ 
Thus,  they'will  be  over  $20  billion  higher  In  1970  than  they  would  be  lf<,uneni- 
ployment  had  remaine<I  at  the  5_  perci^mt  level  of  1973.  Similarly,  estimates  of 
GNP  are  on  the  order  of  $150  bllliorTles.s  than  it  veould  be  If  we  were  at  this 
^  same  level  of  more  fidl  employmentrJVa  the  economy  moves  out  of  the  recession 
these  temi>orary  effects  on  ONP  and)Ve<leral  expenditures  will  Ik;  reversed  and 
the  ratio  of  fe<leral  exi^ndltures  to  GNP  will^decllne." 

It  not  only  makes  sense  to  .save  tliese  dollars—it  is  suicidal  to  do  otherv\-jRe. 

I  mentioned  earlier  that  unemployment  has  many  societal  costs  that'^appear 
to  be  !)eyond  cpmnt location,  at  least  at  the  present  time.  For  example.  It  will  be 
a  number  of  year.s  before  we  can  determine  with  certainty  the  effects  of  the 
rccessicm  on  the  earnings  patterns  of  minorities  and  find  out  whether  or  not  tli,e 
recessinn  has  interfered  with  what  liad  ■>)een  a  gradual  narrowing  of  the  earn- 
ings differentijils  between  whites  and  uon-wliites,  but  we'f>uspect  that  sustain^ 
unemployment  has  not  bt^en  a  source  of  social  justice,  ' 

TlK^rc  Is  substantial  evidence  that  serious  rfledlcal  problems  occur  more  fre- 
quently during  periods  of  unemployment  than  during  periods  when  people  are 
working,  as  indicatc<l  In  testimony  delivert'd  J)y  Dr.  M.  Harvey  Brenner  of 
Johns  Hopkins  University  to  the  Joint  Econf)ralc  Committee.  The  Committee 
synopsis  of  his  findings  notes  that : 

"...  trends  in  national  e<M)nomic  indicators  have  a  profound  influence  on  the 
state  (^f  mental  and  physi<-al  health  of  the  general  population,  as  "well  as  on 
aggression  and  other  criminal  behaviors.  These  basic  relationships,  were  dis- 
covered during  the  past  three  years  at  The  Johns  Hopkins  University,  and 
t>arlier  at  Yale  r'niverslty,  by  Brenner  and  his  aHSoclates.  In  general,  the  na- 
tional rate  of  luiemployment,  adverse  changes  In  per  capita  persoifal  Income, 
and  the  annual  rate  of  inflation  (in  that  order)  have  the  most  serious  effects 
on  national  levels  of  health  and  well-heinx.  ^ 

'•In  this  testimony.  Ht>me  of  the  effects  or  adverse  changes  in  the  economy 
were  presented.  F^xamples  of  these  effects  related  to  mental  disorders,  suicide. 
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Ilal". iis^'flers,"^  diseases,  alcoliolism,  and  iufaiit  and  mnter- 

inn,,'i'M!fv''ir, '''"'^'j  ^"''"^y  Col.1.  and  Stanislav  V.  Ka.sl.. 

Z'  Vn)^    r  -^I«'i^-n>  Aspects  of  Uuo.ni.lo.vment,"  Thoy 

iiiM  i\  u  ith  tll()^L'  rcportod  by  Brcimcr  and  liis  colloasnies 

tl.;4^^-vMl'nnv'r„V''!'  additional  cost.  l.rouRht  on  l.v  , 

|M.s(   iMM'.callv-rplatcd  incmiscf;  in  physical  and  nicninl  disorders  snicide 

or  1  vll^ww  I  ,  endless -fa ncty  of  estunnte.s  of  the  potential  earnin:,'s 
<n  move  xxlio  die  prematnrely,,  hut  no  mutter  whAt  lisrure  we  'iddIv  t  .,„,  n,o',,t 

'iZ'^t^Z\,Z/''^:T''"  ""'^■^"^      thei;\'iVivinrfan  Hv. 

ev?de,V^'o'  no'rV/:' r'"''  1''"').  ^ •'I'Ti'^'l  -'i  I'-x^ee  otferins  ad.Iilional 

'         ,       UM      .y  I'^"'""">^  »■■<'  <>''..non.ic  l^anl  times, 

sf.,,        ;.  .  Kovenmu.nt  and  private  industry  are  experienein.,'  siih- 

n  :    it   ,1   r  ."'r'"'?'  •'•'^  "f  <'ili^-'>"«  are  ela.ss Hied  tis  p.^rn.a- 

.  ri      /  '•''^■'•''""K  'li.s.'.bility   henelits  is  increasing  rapid  v  ' 

mimwll   >i  trcMtnient  or  claim  benelit.s  when  tiiev  were  fnllv 

nt    .ml.  Some  vo.dd  .surest  that  this  .situation-shonid  he  ,isod  t,.  di.coniU 
•  ..ases  ,„  claHns  that  occnr  cycU,.ally.  WV-  do  not  ami  ,.annot  t.cc  '  ,t  '  ■ 
-o.M.,.,n.  l  iLMnpIoyment  causes  bad  henltli  and  death.  We  easerlv  tiw  ■  t    1  e 

V^^^ar:  w'''''[7  '•■•"•It-      Porpettta^e'  tn  etn  X  .  ue  t  ' 

In.'^neo  .1    Vs      '  "''  ""^  experienced  hv  work: 

M-rn  t'"'"'---'"''  "iir  niend.er.s  in  part  cnh.r- 

. a  fu  C1.X  lua.cd  slw  s  winch  ct.nnot  be  nnuntaiued  dnrin,-  periods  when  hev 
caunot.be  practist^.  Il„w  nmch  doe.s  the  waste  of  the.-^e  skills  cost  us  IhMn^  n 
re.e.s,on  and  how  much  more  will  it  cost  to  reinstate  them  when  an  1  if  The 

livitv";-:; ^yii       ''"r    '"-""""'"^  "■•-i"^- 

.'  -V  ."»'-  plant,  capacity  tends  to  lower,  productivitv-the  prodiic- 

n;a';i;-'un';  .."ft^^LMor'"'-"'"-^      """^^'^"■^  facilitie.' can  only  be  realiJd  .^Ith  . 

wor;-''o;l;v';r-V:Vv":'"^^^  u^  r ""^ir  nvcs  m  terms  of  their 
,  V    ,[  }■  r";'"  really  have  an  option  to  m.t;  work.  -While  it  may  he 

.  .  ■nl  for,  those  o  us  who  are  presently  employed  to  fnliy  npprMMa  e  tl  e 
n  ,  •  J  -  "neniployed.  it  is  important  to  note  what  jnhle.s.sne.ss  does  to  the  -; 

h  inma  . spine  People  withont  job.s  are  ca«t  into  a  netherlaiid  where  hey  h-  ve 
It  leftope  and  qnicld.v  lose  their  dignity  and  nelf-pride.  Opportnnitie.s  for  i- 

vulual  entrepreiieiirshlp  that  once  may  have  existed  are  n  .  longer  n^a  hib  i  t , 

m  othnr   fo^";,"'"'"'-  V"  ™i<'rity  of  onr  population  re  V 

01  ot  icrsfor  their  employment.  The  evolution  of  our  .sGcietv  hiis  created  this 
situation..  We  must  fa.sliiou  measures  which  respect  that  reality  ^'"^ 
im!)GO.  niienjployineiit  in  this  country  was  3.3.  percent  of  liie  work  force  or 
about  2.7  million  people.  Today  it.  is  7,5  percent  on  an  offieiar  ba.sis  and  nm,  1 
cinl  c.stimates'tvould  rai,se  that  numher  by  another  few  percent.  We  Te  t  Ik  mr 
for"  (.rir'"''""™  """"Ployed  Americans  who  are,actively  ft,okiiit' 

We  look  to  n.n.  'ao  as  a  inean.s  of  alleviating  thi.s  .situation  • 
1.  It  would  make  the  providinsr  of  .iob.s  at  decent  wrtKes  to  all  who  are  williic 
fh^t  w  fi'i' "  "atioiial  . policy.  The  only  person.s  nillins  and  ahrtr^'  rU- 
Ihnt  would  be  unemployed  v<-o.iId  be  tl.o.se  who.^e  unemployment  was  temporary 
-such  as  entrants  into  the  Inboi^  force,  people  who  we4  fllinnging  M-s,  7 those 
employed  in  .seasonal  Indu.strle.s.  ' 

^2  It  re(i«ires  that  each  year,  the  President  submit  a  full  employment  policv 
and  proKram  that  would  bring  forth  tlie  plans,  objectives  and  goals  iiec-es.sn ry 
to  meet  the  country's  economic  and  socinJ  needs.  "ecessaiy . 

3.  It  minire.s  coordination  of  the  vaSous  policy-mdking  groiip.s,  micli  ns  the 
President  and  the  vnrlon.s  executive jt^ench^nd  the  CongreS.s.  It  requires  o 
coordinaUon  of  fiscal  and  monetary  ifilich/fafitk  for  the  first  tiraj^  re.  nires  e 
^n'ter'n  s  f"tr''  T''^  f^V^i'^nd  programs  and  .Ins  Ify  hem 
legbslaUv,fbi^'inc£"             '  ''"^r  "^'^ 

4.  Jt  provides  Congress  with  n  much  stron'ger  voice  In  reviewing  and  acling 
upon  the  President's  economic  plans  and  policies.  " 
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5r  It  Establishes  a  citizens*  toniKultative  body  cpi?ipri.sed  of  major  groups  in 
tlie  economy  to  lielp  channel .  advice  and  experience  into  on-going  economic 
policy  considerations. 

G.  It  provides  goal  of  good  jobs  at  adequate  levels  of  pay.  To  the  extent  that 
the  economy's  regular  channels  of  private  and  public  employment  fail  to  achieve 
that  gogii,  the  government. is  to  create  a  public  employment  program  to  provide  ^ 
those  additionai  jobs  needed  to  lower  the  unemployment  rate  to  a  maximum  of 
three  percent. 

7.  It  e.stabli^hes  the  priority  of  full  employment  as  an  economic  goal;  to  bo 
fostered  along  with  the  other  economic  goals  that  our  country  pursues.  It  would  • 
relieve  workers  from  having  to  bear  unfair  proportions  of  the  dl^fhications 
caused  l)y  the  lluctuation  of  economic  forces.  ^ 

We  are  convinced  that  this  legislation  Svould  allow  our  economy  to  operate 
more  smoothly  and  bring  the  long  .^ou^ht  goal  of  full  employment  much  ^lose*" 
to  reality.  We  think  it  provides  reasonable  and  workable  mecluinisms  to  create 
the  economic  stability  that  we,  all  seek. 

TABLE  I  ■  . 

|ln  billions  of  dollars  per 

Urjcm-  .       ,  ■  Cost  of 

ployment  '      AFOC-       Food     Genoral       Medi-  these  six 

Year  and  quarter  rato      AFDC     ^    UF    stamp's  i  as:sjstance       caid*       '  U.I.*  programs 

1975  .  ■  ■ 

I.  Prediction:  ^.7      $9,229  ■   JO. 571  >    J5.016,     Jl.  161    512.372    522.964      J51.313  ' 

I.  No  fecossio[i._  ....  ^     5..0       8.U3        .3C5       4.040  .    ..905      11.540       7.912  32.905 

II.  Prediction..   9.2      10.494        .750       5.280       1.379      12.892.     26.836  .57:631 

II.  . No  recession   '    5.0       8,303      -.385       4.172        .879  .11.612       6.112     Jl.463  . 

III.  Prediction  -        9.1      U.310        .675       5.508      .1.5^-^  13.268    -25.136  443 

III. - No  recession.   5.0       8.407        .326       4.-360        ,8S6      11.540       4. 756r" .  :  3b:>285 

IV.  Prediction..-   •     8.9      12.073        .738       5.480       L659  '  13.708      24.260-  - ^;57. 918 

IV/No' recession    5.-0       8.545        .320       4.360        ,059      11,556       4.40^-  30.148 

1976  ^       '  .  .  .         ;  ■ 

{.Prediction  ,  8.6      12.967        .907       5.672"      1.660  '    14.268     29.W  64.958 

I.  No  recession  5.0       8.683        .386       4,552        .976      11,724       8.248  34.569 

II.  Prediction.,   8.2      13.633*       .961       5.616  '    1.542      14.748     23.456  59.956 

II.  No  recession   5.0       8.812  "     .401       4.552        ■.jM5      11.856       6.320  32.886 

III.  Prediction  .        7.9    .,  13.927      ■  .M6    '•5.572'      1.496-     15.080      18.920  ^5.741 

III.  No  recession   5,0       8.887        .332      "4.452        .%3      11.964       4.992  31.590 

IV.  PrediOion......  „      7.5      14.211       ;.'742       5.516       1.523      15.468      20.632  58.092 

IV.  No  recession...-   :    5.0       8.996     -.312      '4.452    '  1.029      12.128       4.904  31.821 

 '■  '■  '■  '.  ^""^ — ' — T  '•  '  ^  '  '  

I  HEW  study  used>bHlions  per  quarter.  For  comparability  we  have  multiplied  quarterly  figures  by  4. 

Mn  Daniels.  You  may  proceed  to  snmmarizo  your  statement. 

STATEMENT  OF  JACOB  CLAYMAN,  SECRETARY-TREASUEEE,  INDUS- 
TRIAL UNION  DEPARTMENT,  APIr-CIO,  ACCOMPANIED  BY 
RICHARD  PROSTEN,  RESEARCH  DIRECTOR  ; 

^  Mr,  Cl.wman.  I  was  fascinated  witli  the  discussion  tliis  morning. 
I  was  impressed  with  the  directness  of  Congressman  Beard's  obser- 
vation when  ho  said  wliatever  the  administration  has  been  doing  in''' 
these  past  ,  years  it  apparently  hasn't  worked  and  that  lias  to  be' 
pretty  obvious  to  all  of  us»  If  wo  look  at  it  mathematically  and  not 
•otherwise  that  has  to  be  pretty  obvious*  The  oflieial  rate  of  imemploy- 
mout  as  everyone  how  knows  is  7.5  percent  as  of  Mardii.vThe  real  sta- 
tistics are  far  beyond  that.  ^  ,^  ^  \  [ 

In  the  AFL-CIO  we've  been  saying  that  the  actual  unemployment 
rate  is  now  10.3  percent,  ,about  0.7  million  pei^sons  nnemployijd,  and 
the  official  uncmploymcihV/v^ni^^  is  not  consonant  .witli  reality.  Tlie 
GoverrfOient  statisticians  do  /lot  count,  for  example,  what  evciybody 
,        .  .■  *  ' 
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now  recognizee  to  be  a  fact ;  rinmely,  a  niiUion  or  perliaps  more  than 
a  million  workers  who  arc  no  longer  seeking  work  and,  therefore,  are 
considered  lost  souls  as  far  as  the  officii  coimts  are  concerned.  Thev 
r\dont  consider  the  partially  employe!  or  the  partially  unemployed! 
^iid  If  .yon  consider  the  unemployed  among  both  youth  and  the 
ininonties,  the  figure*  got  horrendous  and  I  won't  burden  vou  with- 
those  hgures.  1  ou  know  them. 

.r.tl''^  flio  othe,  discoverwl  thiit  in  the  building  trader,  un-  ■ 

emp  oyjnent  in.  Marc rose  fmm  1.5.-.  percent  to  16  percent  and  for 
he  building-tnidos  this  truly  is  depres.sio„.  Sixteen  percent  rt>aches 
m  n  any  areas  tJie  level, of  nneinployment  that  we  had  during  the  so- 
moiMent  I^epi-ession.  Well,  there  are  the  figures  tfe  of  the 

Knt  what  makes  it  more  dist're.ssing  for  all  '  of  us  is  Avhat  the  ■ 

,      a'^of  ^^"T''^-'^''  have^ome  up  with  Sy  of 

'  a  set  of  figures  for.the  future.  In  1976  they  expect  unehiploymeiit  to 
;'o?r?r°f  P^T'-'^-  i"  l'-^' 7  at  7.2^  p^i-cent,  1978  at^6.5^^r^ut° 

1 9(9  at  .'i.O  percent  a:tKi  1980  at  5.1  percent  F«iw-ur, 
E<-ouoiuisfs  for  the  D.>partnient  of  Labor  observed  this  mornin<r 
.surprisingly  to  ma  because  it's  a  new  ficp.re.  that  at  the  end  of  thJ 
decide  imcniployin^nt  will  be  6.5  percent^Well.  we're  being  Snser'il! 
tnt  we  ye  (aken  one  of  the  original  observations  of  the  administra- 
3  '^"•"^  "P  -ith  5.1  percent  and  in 

and  that  means  if  everything  goes  right,  if  everything  goes  well,  tliat  , 
in  5  year.s  from  now  wo  will  reach  a  fighi-e,  an  unempfoymont  ficr  ?e 

■  h!;;  ^""'T  ■^•«0«;"0'V"'^'"'P^">'^^^-  I  ^1°"'^  ^^'««t  go  into  wl  a? 
this  meauK  to  the.  .-Spirit  of  the  American  people  to  contemplate  tlmt 
over  a  period  of  5  Vears  we  will  .still  have  Inih  unemploSr  TWs. 
means  there  ai^  tho.se  who  apparently  will  join  forever  the^reat  mS 

■  of  tl^e  unemployed  if  we  do  no  more  than  we've  been  doing  so  far 

•     WouhlnV  tu'/'fiJ,  I 'intem.pt  yoi^  at  that  point? 

VVouhii  t  that  figure  be  con.siderably  higher  when  you  stop  to^-eal- 
ize,  the  lalK,r  forc^  is  expanding  a.s  was  indi^Mited  to  us  th?s  mor^Sn. 
^^^^r^f^'  Ivolberg^vith  the  influx  of  women  into.tfe 

thaMi.^^.ro'oT.^V^  believe  so,  plus  you  mn.st  take  into  account  that  - 
that  figu  re  of  ,.1  in  ;>  years,  a.ssiiming  it  to  be  coVrect  is  an  official 

^^1'  ;?;;,.?  V7'  ^'f  r  ^  "^■^^'■l-^  '^■•^"^^t  as  the  reni  figU  now 
.s  utterly  different  from  the  .so-called  official  figure.  And  sS  we  can 
00k  forward.,  if  we  simply  accept  the  analysis  of  the  achni^nistra- 

tW^economist.s,  to  mournful  day.s,  eielancholy  days  for TmeSn  ' 

nJ  Pl'i""«l>  ffo  into  .some  di.scus.sion  of  the  rea.sons  Why  we' 
ur^  m  the  recassion  we  are' in  but  I  think  I'll  not  permit  m'Xf 
pleasure  because  you  have  a  time  pmblem,  except  fo^sav  tS'^ 
have  pkilnecl  unemployment.  That  is  a  .sad  commentarv  We  startS 
out  in  the  cArly  seventies  and  1969  to  dampen  the  fue.h  the  firJs  of 
e^^essim,  and  our  then  ecpuomists  wlio  .-epi^.seuted  some  thinS  of 
,  the  past,  and  he  nonvonfional  .wisdom  was  that  .if  we,  had  unemplov* 

■  ment  we  .wouh  ij^.  Mvp  th    business  of  inflatio;..  Well,  we  STow  dis 
cover  tJiat  that.  r^uhC^wprk.  We  had  lx.th  inflation  and  unemnlov- 
ment.,>ecoiu1,.:  a,V^^       t]u.  veft^  quickly,  the  prol,lem  i2r!uor.. 
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obsen^ation,  inoi'e  discussion.  We  have  no  sense  of  planning^  in  our 
country.  It's  an  evil  word  and  in  niy  time  lias  been  considei^ed  an 
evil  word^  particulai'ly  if  it  wei*c  done  by  government.  Planning  by 
coipoi-ations  is  entirely  &x)und  as  it  should  be.  Any  corporation  in 
America  of  any  size  that's  wojth  its  weight  plans  exactly,  as  it  can 
for  the  shpit  time  and. for  the  long  run.  It's  the  essence  of  Avisdom,  it's 
the  essence  of  st^ability;  but  govcnunentally  we've  never  seriously 
tackled' the  issue.  I  riemember  a  couple' of  months  ^go,  maybe  4: 
months  ago  the  equivalent  of  the  Secretary  of  Labor  from  Sweden 
came  into  our  building  ancl  some  of  us  liad  11  chance  to  chat  with  him 
and  lie  miide  tliis  obs(?rvation.  lie  said  if  unemployment  ever  reaches 
2  percent  in  his.countiy.,  he  would  ]3e  without  a  job,  meaning  lie  would 

;be  fired  and  some  of  us  ^asked.  him  how  h^  did  it  and  he  said,  "We 
plan » for  it."  Now  obviously  there  p.re  great  differences  between 

'Swec^i^n  anchthe  United  States.  Theirs  is  a  relatively  small  country^ 
oui;s  is  a  much  more  complex  fountry  and  obviously  there  are  some 
serious  difference^  but  they  "plai)  for  it." 

i  Wi^Uj  for  exami?lc,  unemployment  reafches  a  certain  level,  let's 
say  Z5  percent  or  1.3  pei-ccnt,  they  have  a  whole  laundry  list  of 'pro- 
grams to  put  automatic4illy  into  action  and  s6  they  do  "it  by  careful 
management,  by  careful  planning.  . 

All  right,  now  let  mc  get  quickly-^well,  tJiere  is  one  item  I  always 
talk  about  no  matter  wluit- the  forum  and  you  will  forgive  me  for 
mentioning  it  liere  but  would  youT>e  startled-  if  I  told  yon  that  our 
research  indicates  that  pei-manCTitly  we'veJost  1,400,000  jobs  because 
of  the  actions  pf  American  multinationill  corporations?  Would  it 

'  disturb  you  Imd  shock  you  if  I  said, this  was" done  in  our  time,  since 
1960  with  our  exportation  of  tec]inologj%  with  our  exportation  of 
capital  and. ultimately,  as  I  saijj,  with  our  exportation  of  jobs,  and 
these  are  little  noticed  in  any  of  the  pmceedings  in  Co^igress,  Jittle 
noticed  in  any  of  our  proceedings  in  our  country?  We  are  in  tho 
process  now  of  developing  a  study  which  we  will  ultimately  submit 
to  eveiy  person  in  Cangres.s,  o-f  course,  which  will  show,  I  think, 

.basexl  on  the  statistics  thai  are  now  available,  there  has  been  a. 

•  permanent  loss  of  1,400,000  jobs  and  this,.-of  course,  is  one  of. the 
probleihs. 

.  Now,  J  waiit  to  spend  whatever  time  T  have  left  talking  about  the 
costS'X)f  imemployment,  more  specifically  than  has  been  done  hereto- 
fore. We  took  a  look  at  a  study  done  by  the  Office  of  liacoThe  Security 
Policy  of  the  office  of  tlic  .Assistant  Seci  etary  of  Planning  and  Edu'- 
cation  bf  HEW.  Thjs  study  was  done  in  muMOTr).  Tliey  took  only 
six  jtems;  they  took  unemployment  cxiinpensation,  food  stamp.^,  wel- 
fare, medicjiid,  aid  for  dependent  children,  aid  for  depeiident  chi^' 
:drem  with  unemployed  fatliers  and  now  they  came  up' with  these 
figures.  Just  the  increase  of  unemployment  from  5  percent  to; 71/,  . 
pereent/— 21/^.  They  didn't  go  down  to  3,  thc^v  just  took  th^se -fi^rures" 
5  to  71^  and  they  eaino  up  with  this  conclusion  and  somewhere  I.- 
have  ?*)me  statistics  jotted.  They  said  those  six  prognvms- would  cost 
$58^100  million  if  the  unemployment  was  "at  7Vo  percent.  If  the  jm- 
er^ployment  was  nt  5  percent  it  would  cost  $31,800  million  meaning 
.1?hat  the  difference  between  714  peiTeiit  uneifiployment  nnd  f).  percent- 
.  was  $2^5.3  billion  nnd  those  am  only  the- six  programs  I  talked  al>out'^ 
X  under  the  jurisdiction  rif  IIEW. 
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,  ^«''o\v  that  ijieoBs  fliat  roughly  a  cost'^of  aboutA$10  billion  for  cyery 
1  porceiit  ot  luu-inployment  just  in  these  six  programs.  ■■•'.•> 
In.  our.  testimony  \\;e  wrte.  pxtraordinarily  cautious.  We  allowed 
for  marginal  error,  we  allowed  for  inflation  and  oven  allowin"'  fbf 
those  wo  came  to  the  conclflsion  that  it  cost  anywhere  from'  $0  bil- 
;  Jion  to  !?9  billion  per  1  percent  of  imeniploymcnt  based  on  only  those 
^jj^.^f'''"^/ If  you/want  to  add  some  other  items  you  can  quantify 

DAxraLs.  Mr.  Chmtian,-- the- bells  have  rung  for  the  s'ecdnd  ■ 
timo  mdiciiting  tliere  i^  a  .vote  taking  place  on  the  floor  at  the  present 
time  so  I  r^igi-et  to  say  the  coniinitteo  will  have  to  recess  for  a  few 
niiiiutes  but Ave'll  be  back.  I  as.sure  you  vary  promptly. 
.    XWhereupphj^ar recess  was  ti'.ken.)        "  " 

ilr.  Daxiioi^s.  Please  eonie  to  order.  You  ipav  proceed,  ;Mr  Clav- 
nian.  '  '  .    "  '  , 

Mr.  Clayjiax.  Thank  Vou,  Mr.  Chainiian.  I"  want^b  .make' tli6 
quick  point  to  tie  together  what  1  had  been -sayinc  prior  to  the  ad- 
•'f"cM^'\'^'iV-  ^'^".'P°'"^''y  iuljourninfent,.tliat  wlien\'C-e^talk  about 'ii  toss 
of  !?10  billion m  revenue  for  every  1  percent  increase  in  unemploy- 
ment A\-6  are  decidedly  oft'  the  mark.  It,  Seems  to  be  held  by  "every- 
body that  the  loss  of  revenue  is  $U  billion- per  1  percent  of^ua- 
eniploy-iuent.  An  e.xfra  $2  billion  is  added  to  cover  all  these  it^ins 
I  VP  (aliced  about  and  the  fact  is  HEW  itself  lias  cdino  up  with  that 
statisU.c.  Keep  in  mind  that  HEW.  of  coui^se. ,  does' n8t  talk  about 
a  variety  of  other.fhings.  It  tloesn't  talk  about  lost  produdtion.  Leon 
V'^T'sIa^  has  ob^eri-ed,  many  ,timds  that  the  loss  in  production  is 
about  $200  i)ilhon  .a  year.  And  I  haven't  talked  about  the  psychic 
loss  at  aj:i,  I  haven't  talked  at  all  about  the  ravaging  of  human- per- 
sonality, dost  .prido  ajid  dignity  and  all.,the  rest  that  nortnally  we 
shovel  o*F  very  quickly  with  a  couple  of, sentences.  But  if -anybody 
at  all  knows  anytlimg  about  unemploy(?d  people,  they  have  to  real-" 
ize  that  soniethmg  is  luippening  to  the  American  character  and  per, 
sonality  by  ilie  continued  unemployment- that  we  have'in  our  niidst. 

Ancl-so  if  cost  IS  aa.item.and  I  suspect  that  is  the  item  that  is 
mctet  consistently  raised  by  those  who  oppose  the  Hiiwk-iB^Jiimiprirey 
bill,  wo  vo  ^rot  to  consider  what  unemployments,  itself  has  cost,"  I  Inibw 
that  benator  Hubert. Humphroy  has  been  ufeing  the.  figure  of  $35 
biJlion  to  ^0  billion  a  year  to  create  full  employment  which  appar- 
ently now  is  defined  ?is  3  percent  and  if^his  statistic  is  correct  and- 1 
•cannot  tell^^ou  if  it. is  or  fsn't  comet,  hut  if  his  statistic  is' correct, 
we  ro. spending  mdnj^  times. more  than :that  figure  on  tuMrig  care  of 
nnomploymcnt  in  our  midst.  .  '  ,  ■ 

Ajid  so,  raembers  of  the  committee,  we  are  here  fo  testify  and  add 
.what  little  weight  wo  can  to  the  support  of  the  Hawldns-Humphrey 
bill.  In-ourjudgment  it  is  the  beginning  ^of  good  things" to  come  if  ^ 
it  becomes  the  law  of  the  land.  W&  soc*it  ^-^hioving  ^percent  unem- 
ployment in':4  years.  We  sec  the  bjginiiing  of  a  serious  plimning  and 
spccifi|  planning  in-iVmenca  to»)  ou^  economy  on.  a  reasonably 

Th^'Mr.  Ch~^rman.is-,the  sun* fetal  of  my.  brief- Supplement  to 
our  fofmo.1  testimony.  -  ,  •  , 

"         ■■■  ■■178-         .■       ■ "  ■ 
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Mr.  Danikls.  Mr.  Cliiyman,  on  behalf  of  the  conmvittce  I  want  to 
expivSvS  its  thanks  for  youV  ap^ikearance  and  your  testimony.  As 
usual,  your  testimony  is  not  only  interesting  but,' indeed,  infonuative 
and  coiistructivo  and  will  n'lako  a  valuable  contribution  to  these  hear- 
uigs,   ,  :  -    ,.    '  .    •  .. . 

I  just  liavo  a  couple  questions.  Pmbably  Mr.  Hawkins,  the  author 
of  this  bill  v/ill  have  more  expensive  questions.  ' 

This  bill,  U.K.  oO,  pmvide.s  ii  fjoal  of  att^iinin^:  3  percent  of  adull 
nnomploymont  lo  be  achieved  v.ithin  a  period  of  4. years  aftou  en- 
actment. Do  you  think  this  o  j)ereent  o:oal  is  a  reasonable  target? 
Do  you  think  this  target  is  attainable  within  that  period  of  time? 

Mr.  Clayman.  I  thinJv  so,  assuming  this  hill'is  passed  essentially  in 
its  present  fonn.  It  will  revive  the  juices  of  our  society  and  set  us 
going  and  if  I  nuiy  adrf-,  •1  don't  quite — don't  agree  at  all  with 
those  who  argue  that^l)  percent.,ineans  a  runway  inflation  and  over 
and  over  a^ain  it's  been  apparent  to  anybody  vvlio  reads  some  of  our 
economic  history^  for  example  in  the  early  iOGO's  Ave  had  a  burgeon- 
ing ecfenomy.  Wo  were  growing  and  to  those. who  say  now  that  this 
will  create  inflation,  I  say  it  didn't  happen  then.  On  January  1, 
10r)9,.:at  lea'sf  jtny  figures  tell  hie,  we  had  unemployment  at  the  rate 
of       petefiut  wd  we  were  in  decent  shape  in  terms  of  inflation.  In 
other  ^vopgjp^Q^^'.e  had  in  our  time  several  te^ts  of  a  growing  economy 
\  and  infla&^l(to'^S%toip.;  jrr        that  infltUion  and  gi'owth  are  not 
\  concon^iffgit^J^Uij^j^^'^t^^lrfilkby  side. 
/     Mr.  D^^iJHH^^      fWy^'^      your  testimony  I  believe  you  niade 
a^statemeirtjpgbrdm^  n'ifej)^^>jd\^nient  an<l  inflation  to  tlie  effect  that 
/  high  imempfoyiiiont  oftc'J^'^'mcreases  with  high  employment.  Now, 
you've  been  in  the  labor  movement  several  years.  Would  yon  relate 
to  this  committer*,  your  experience  with  the  relationship  between  high' 
unemployment  andinflation? 

Mr.  Claymax^^AVoII,  as  I  briefly  tried  to  make  the  point,  whatever 
history  we  have  iii  our  time  indicates  to  the  contraiy  that  higli  em- 
ployment does  not  fuel  the  fires — need  hot  fuel  the  fires  of  inflation. 
Of  coursf^  if  you  have'  an  absolutely  price  controlled,  price  manipu- 
lated society,  you  may  Imvo  prnhlf^mg^  hnt.  T  f|^inlr  gnvprnment  lias, 
the  powxr  and  the  capacity  to  pi*event  tliat  kind  ijf  control  of  tlfe 
price  mechanism  by  pi%^te  industry  and  if  we  do  that,  I  think.we 
can  keep  inflation  withui  reasOnntble  boimds. 

Interestingly  enough,  just  the  other  day  I  noticed  that  corporate 
profits  last  year  went  over  $lOO  billion,  a  new  record,  and  this  was 
done  with  70  pei-eent  of  production  capacity  being  used  which  me^ns 
one  of  the  things  we've  got  to.  pay  attention  to  in  the  future  and  in 
the  present,  indeed,  is  the  matter  of  manipulative  pricinff.  It  isn't 
a^  free  market  in  the  true  sense  of  the  word  that  we' have  in  our 
country. 

But  to  answer  your  question,,!  have  great  faith,  because  I'm  a  man 
of  faith  and  I  have  great  fa-ith  we  can  do  the  job  we  set.  out  to  do. 
The  first  step  down  that  road,  tlie  first  few  hundred  yards  is  the 
passage  of  the  Hawldns-Hiunphrey  bill.  ' 

Mr.  Daniels.  Are  you  in  favor  of  public  financing  of  public  works 
and  public  service  employment  programs  and  do  you  agree  there 
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would  be  nil  aotnaj  saving  of  money  u^^ing  tlie.se  Fedenil  fmids  wlien 
compared  to  tlio  l^^penditnres.tlio  government  makes  in  regard  to- 
^  unemployment  comf>cnsation  payments  and  social  welfare  programs? 
Mr.  Claymax,  My  answer  is  clearly  and  delinitely  yes.  Fii-st,  I 
believe,  as  the  Hut}«>rs-iiml-spfensois  of  the-bili  befoiv'  tfic  committee 
believe  that  the  pnvate  sector  slionld  be  the  principal  sonivc  of  job 
craition  and  I  think  this  bill  taki*s  a  deep  l>ow  in  that  diivction.  But 
if  that  falls  short,  then  the  goveniment  is  the  source,  the  hi.^t  resoit 
of  job  criMition  and  Vm  for  this,  not  to  just  create  jobs  becaii.se 
America  is  so  in  need  of  refurbishing.  We  have,  for  example,  our 
indus-trial  apparatus.  It  needs  Refurbishing.  §onie  of  the  other  coun- 
tires  have  oiitnice<l  us  in  term.s* of  modernizing  their  plants.  We  need 
the  wh'ole  laundiT  list  of  mass  tnuisit,  libmrics,  colleges,  schools, 
hospitals,  the  nJitional  health  programs  and  the^se  may  cifate  the 
jobs  and,  of  coui-se,  they  will,  but  i^hey  will  alrx),  in  '  the  process, 
change  the  face  of  oyr  society  which  so  de.spenitely  needs  modern- 
^^ization  and  refurbishiiig.  So  it's  a  kind  of  double-edged  sword.  Tt 
V  .,not  only  gives  people  the  opportunity  to^live  productive,  useful 
'   lives  but  we  leave  soiiiething  worthwhile  for  our  progeny,  for  our 
inheritors,  .  >  ' 

/*  Mr.  D.v>;Tf:T.s.  Thank  you,  Mv.  Clayman.  T  now  recognize  the  dis- 
tinguished gentleman  fmm  California,  the  author  of  the  bill,  Mr, 
Hawkins^. 

JTr.  Hawkins.  Just  a  couple  brief  questions,  Mr.  Chainnan, 

First,  T  think,  Mr.  Clayman,  we  haven't  had  an  oppoitimity  to 
express'onr  appreciation  for  the  contribution  which  von  have  made 
to  the  develop/nent  of  the  latest  version  of  H.R,  oO,  T  think  yon  have 
been  a  tiT>mehtlons  source  of  help  and  inspiration  to  us.  We  want  to 
express  our  thanks  for  the  contribution  which  you  have  made. 

There  ai-o  two  qnestions  T  would  like  to  ask  yon.  One  is  with  ve- 
gard  t9  your  i-eferenee  to  capital  shortage  which -the  administration, 
T  think,  makes  a  big  isvsue  of.  In  your  .statement  you  mention  that  we 
wore'  actually  exporting  capital  and  T  think  the  statement  of  the 
xVssistant  Secretary  of  Lalwr  this  nioniing  indicated  the  tranendous 
obsession  almost  with  tlie  use  of  hix  incentives.  I  -would  like  yon  ix>  ad- 
dress yourself  just  briefly  to  this  issue  of  capital  shortage  as  it  re- 
lates to  tax  incentives,  as  the  principal  method,  appai-cntly,'  which 
tliis  administration  wishes  to  use  in  order  to  get  business  to  i^ei-fonn 
better  than  it  has. 

You  indicated  a  tremendous  pmfit  has  already  been  made  ofF  many 
idle  plants  and  equipment.  I'd  like  to  have  your  comments,  however, 
on  the  question  of  whether  or  not  the  tax  incentives,  that  the  admin- 
istration proposes  will  help  \\\^  reach  even  the  T).!  percent  goal  in 
1980.  What  is  your  reaction  to  that  ? 

Mr.  Cl  AY^rAX.  Generally  speaking,  T  have  nt)t  been  one  of  tlio.se- 
who  feels  favorably  ijiclined  toward  giving  tax  incentives  to  those 
who  already  liavepT^robably  too  much  at  a  cost  to  tlie  entire  eom-rv, 
*mnnitv,  because  in  tl^e  process  of  giving  tax  incentives,  you  sinrpK;^ 
place  the  tax  buixlen  more  heavily  on  those  who  normally  can't  carry 
it  as  well  as  those  to' whom  we  erive  the  tax  incentives, 

A  couple  of  quick  points.  No,  1,  $100  billion  in  profits  in  tlie.cor-  . 
porate  syst^ip  means  sometliing  must  be  going  well.  Tliey  ought  to 
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havo  ivjisoniiblo  sums  of  luonoy  to' plow  back  into  tlie  ooouoiny  ami 
that,  as  1  say,  with  j)ix)diu^tion  at  70  poroont  of  ivipuoity. 

On  tho.  f'n)nt  that  T  allwdod  to,  naiuoly,  Aniorioan  njiilt inationul 
oor[)oriit'u)n  \vi»  hist  yi>ar  shipped  out,  for  invostiuont  abroad,  and 
sonu>  of  it  in  oonipotition  with  Anioricaji  industry  itstdf  that  ivniains 
haok'hoiv,  ^'2:^  billion  to  billion  which  js  a  hefty  .sum  of  luonoy 
at  it^Cst  in  my  ^H'konin^^  The  inaMitives  wc\avi\  oddly  onou<rh,  on- 
i-ouniijfeil  till'  shipmiMit  of  this  mouou  abroad  and  wi>\-c  ^riven  inoon- 
tivosto  AmoriiMn  multinationals  to  <ro  abroad,  s^^ocial  tax  wnooivsious 
that  AnuM'ioan  corporations  don't  onjoy  nMuanun^r  back  boiv.  So 
there  is  a  case  where  tax  incentivtvs  arc  eountorpiy^duetive.  Incentives  , 
have  been  drawintr  fi*om  our  neoils  i?i2r)  billion  or  $30  biHion  a  year.  ' 

l^ut  <rone rally  speak inir,  Con<riTSsnuin  Hawkins,  I  personally  anl 
wary  and  I  think  the  labor  nun  inue^t  in  America  is  wary  about  the 
too  easy  use  of  tax  incentives  in  terms  &t  Amorican  corporate  struc- 
trire.  There  may  be  situations  whore  some  form  of  taX-  incentive 
mi»j:ht  be  useful.  T  personally  do  ncfcy^e.c  it  in  the  area  of  job  creation. 

Sfv.  Hawkins.  Mr.  C^layuum,  auOthoT  arpnnout,  that  is  ijrouerally 
used  by  critics  relates  to  wwfro.  rates.  "^Tluit  is  repi>atiMl  this  jnorninij: 
'in  the  .statement  uuule  bv  Mr.  Kolberir  on  pa<]:e  12,  for,Qxa>iii()le.  He 

Aiir)thor  (•onsc(iiicnco  of  tlicsc  measures  is  tlmt  there  may  A^^i^jj^HfoiiioiuUiiis 
iutlatiuiiary  pressures  thio  t<.)  tlio  efTtH'l-  of  tlie  ti;;liteMinff  lnbV>i*  liiarUi.'iVon  wAjre 
rates  which  (he  hiU  ihies  nothing  to  nddres.^.  t^^'.:"^5  :7' 

Apart  from  that  last  phrase  that  the  hill  does  nof  ^uiilress,  this 
problem,  whieh  eerfainly  is  not  true,  but  dealini;  with  tbi^  statement 
itself — that  the  tic^htenini;  lal)or  market  on  wairc  rateS'-i^^  )MM"haps 
what  many  individuals  fear — and  perhaps  the  Davis-Bacon'  Act  it- 
Si'lf  which  has  been  alluded  to  as  beinjj:  bi*xhly  inflationary,  my  Hnal 
question  is:  can  you  <xi\'e  me  an  o))inioh  on  tliese  aro^uments  which 
a le  raised  in  op]x>siti()n  to  full  en^ploynient  ? 

yiw  CLAT^rw,  AVell,  my  own  point  lof  view -is,  and  T  think  T  ex- 
]n-(^ss  the  trade  union  point  of  view  in  .Vmerica,  that  we  shouldn't 
use  GorernnuMit  to  distort  and  destroy  a  nuin's  skills,  a  man's  train- 
in;:.  AVh.at  do  T  mean?  TFere  is  a  nian  who  ba.s  been  an  expei-t  cabinet- 
maker am^  because  lie's  an  expci-t  and.  has  been  trained  and  ?j)ont  a 
lor  of  time  developing  his  skills,  he  ^rets  a  decent  salarv  and  T  don't 
tlunk  that  our  Government  should  l>o  used  to  ^ive*  trr\t  man  the 
unnimuui  wa£:e  and  then^by  divorce  him,  separate  him,  from  a  life- 
time of  trainin^r  and  the  lifetime  of  experience. 

T  think  tliis  is^  inlierent  on  the  ar^innent  that  let's  cut  the  wacres, 
that  it  is  better  to.^ive  them  just  enoufjb  to  irot  by,  otherwn.^e  you're 
^oinn^  to  have  inflation.  T  don't  accept  that,  T  think  a  maw  who  luis 
Inul  experience  and  trainiu^r  and  has  l>een  c^iveii  a  job  that  requires 
skills,  whomever  he  works  for.  Government  or  private  industry,  he 
ou<rht  to  havo  tliosc  skills  and  that  experience  reco(]fnize<t 
it  is  worth  and  my  own  fjuess  is.  and  this,  of  course,  is  isomewliat 
tHeoreticftl  1+h^I  believe  enormously  practical,  we'll  just  dtstrov 
morale  of  the  ordinary  worker  in  America  if  he  finds  hii\ 
ployed  one  day  and  doin;::  well  and  the  nextrdav  we  puf 
Government  job  that  pays  him  onerthird  and  this  would  Ke  com- 
pletely destmctiye  of  morale  in  the  country.  I  think  ft  '\\'c  " " 
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Ki-ato  tlio  basic  s.kllls  of  AuK-riciin  workoiv.  sldlls.  iiuudoatullv.  ihiit 
an^  ono  ol  tlu>  i-ensons  wv  liavo  boon' ahk-  fo  connK-titivoTn  the 
\vorl(l  iroiionilly, 'I'liat  if;  iiiyviow.  ,     >a  * 

AFi-.  Hawkixs.  I  iTssmiio  fioin  tliat  hriswor  yon  do  liot  bcliovo  ftiir 
piTsoiit  ("conoinic  tlitliciiltios  arc  raiisotl  ii>  part  bv  hi"-li  wtv^c  ratos  or' 
,j,(no  imiHi  oiiiployinont'?  "  .  .• 

}h:  Ci.wMAs.  'Obviously,  wo  don't  havo  too  much  ompfovmont. 
Wajro  rah-s  m  my  tnuo  ntjoast.  .-onsistontly  havo  rami  bohi'iul  tlu^ 
(•ost  of  .hvuur.  so  that  it  is  ruiv,  that  wa-o  rates  cvor  oatoh  up  with 
■  rlir  inoroasinixcost  of  liviufj-.  ~ 

Mr.  Hawkins.  Thank  you.  Mi-.  Chairman. 

Mv.  l)AN-n-Ls.  Tha'uk  you.  Mr.  Ckivnian  for  vour  toitimony. 

Mr.  U,av5i;kx.  I  nuist  say  the  cominittoo  is'pafiont  for  whicli  I  am 
^ratotiik       '  ■ 

Mr.  l>\Nu-Ls.  pur  noxt  witnoss  is  Mr.  Albert  Shankor.  president  of 
fho^Amorirau  I-odoration  of.  Toacho,-s.  AFl^CTO.  accompanied  by 
-Mr.  (irejrllunipliroy.  codiroqtorof  loirislation 

Mr.  TIrMrmiKv.  :Mr.  Chftirman.  Mr.  Shankor  has  been  called  away 
and  was  nnablo  fo  be  present.  I'd  like  to  ask  tlu.t  his  statement  which 
point       '"■'."■'^''''^     ^''^  couunittee,  be  includod'in  the  record  at  this 

Mr  1)axiki.s.  T  ask  unanimous  consent  that  the  .sfafoment  of  AlbeVt 
Niankor  he  uicorpomfwl  in  the  record  at  thi.s  point.  Is  there  any 
olvioctioii  {  Iloannjr  none,  it  Avill  be  .«o  ordered  . 

ri)ocunient  referred  fo  follows:]  '  • 

riir.I'AltKD-'SlATEirrxf  OI.-  MmF.KT  SnANKEltf  ritFSin-NT.  AMi-mCAx' 

Fkdkratiox  op  Teaciiebs,  AFI^CIO 

r^ci^Ir^'''l!vrc?n"'!:^"V^  tl,o  SMbcommittee:  The  Anierican  Fedorntion  of- 
nnfor  ^1,;.;;-  ,  •  ,  '^'^sanhMum  of  almost  linlf  n  million  toncliers  and 
rlr,^f     .  -^ronsly  ursos  timt  t  ils  Subcommittee  promptly 

report  out.  nml  tbnt  tbe  IIousp  of  Reprosontntives  pass.  H.R.  HO  The  AF-P  con- 
t2  flV".,  "  'r"^  ^^'f'  f'"-^  'oRisI.ition.  We  bare  <  tt:  eh  h1  the  resolu-  ' 

oreb5n^-vo  n'  ■"^''^f  i'^"- 7'"^  biU ' represent.,  our  nntlon's  onlv  hope  for  a  oom- 
prebon.Mve  profrrnni  to  deal  on  a  permanent  ba.'^is  with  tbe,  eoonomio  sOoial  ami 
human  ^probIem.s  eau.sed  by.  chronic  hisb-Ievel  unompb,yment  and  runaway 

ni'mrtho'not:'^tv"r^°*'''"  ''"''^  th(y  .\FT.  in  the  past  mlglit  not  have  reooR- 
nizwl  the  necessity  for  a  prosrani  to  deal  witli  uuemolovment  exeent  as  a  meas- 
ure that  represented  sood  social  policy.  I  am  here  today  to  lell  vml  ?Mt  S 
conjbatt.nK  unemp  oyment  is  ,rood  .oeial  policy  and  we  support  if  on  tha    msis  ■ 

n.  in   tJuMnc  ent  ,%or'-''"''  v^^^  '^'^'^  '^       ^-"^^  ''-"'f^'" 

nuani,  Tlie  ncreased  relmnce  ot  education  on  a  tax  system  that  reflects  the 

wrhrtb-o  fi'VT  •'""^"f'^nn.i^^d.y 'dependent  on  a  frr^inR  IJ^nomT  ?■ 

«  e  ni  the  field  of  education  have  experienced  over  the  past  couple  of  years  a 
combined  phenomena  oP  unemployment  with.its  attendant  decline.«nta  we  ve- 
nues and  inflation  with  its  eroding  effect  on  tbe  purcbasinir  power  of  tax  donar, 
to  an  extent  tha^  no  one  could  have  predicteil  only  a  short,,  t  me  n^o  The  t  UsV 
for  education  have  been  lay  ofTs.  "teacher  Surpluses."  larpe^  class  sizr^n  o 
trend  toward  putting  education  at  the  end  nf  priority  lists^^.en  hanrdeci"ons 
must  bo  made  about  where  scarce  tax  dollars  will  be  allocated.  FSr^^ht  vears 
now.  we  have  bad  a  pollcy  in  Washinsrton  that  has  nrodiiced  two  ma^.V  r.^ces- 
s,on^:  one  of  which  teetered  on  the  brink  of  a  full-.scale  depress^n  an^w2/ 
trenchment  in  be  wi  1  of  tbe  Fe<Ieral  government  to  help  meet  tl  e  needs  ofyC 
eitl.ens.  I  am  includins-a  chart  which  show.s  tbe  trend  of  Federal  Pupponrfor 
elementary,  and  se<'«ndary  erln^'ation  since  fiscal  year  lOVl.  Whil^  tliat'tTe'W  b"^ 
shown, -inc^eajp^  in»nomi;1al  dollars,  the  actual  ley^l  of  support  in  i^fll^on* 
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niljnst<vl  ilollars  ]ins  sti»ailily  <UM-liiuMl.  In  f:i(^,  with  .tlu.»  t^xcopHoii  oC  F.Y.  107."), 
tluTifcliiis  luMMi  n  <liH-niio  vvvvy  yi'jir.  Tlu^  only  ronsoii  fis»'al  l!)7r>  sliovvs  :in  in- 
vvvj^f^  Is  Ihm'juiso  <U*  t]ii»  ri'loaso  ol"  providUsly'  iinixanuUMl  Hnul.^  which  \\(m<^  ap- 
ii^vpflatotl  in  r.)7o  lait  otily  I'ouutiMl  in  ll)7ri.  'i'hi><  chart  \va^^  pnulmivl  hy 
Senator  AValtiT  Miaulajc  for  uso  in  \\\v.  StMiato  ]hi<l;:or  (\>nnuiHtv. 

AVo  ]kiv(»  all  heard  hy  now  familiar  statistics  that  t'vi»ry  K'r  ih  nniMupT<>yn\oiit. 
pro(hi<'(*s  $17  hilli»)n  in  lost  rovcuiu's  to  the  KiMli'val  jL;nvi'rnin(>nt  (apoDtxinialc- 

^  ly  twice  as  lunch  a.^  is  spent  hy  the  Kedt^ral  ^jrovcrnnifMit  cm  ai<l  to  edncation). 
'I'ho^  loss  to  state  and  li>cal  j:<n  orn!aents  is  also-suhstaut.ial.' ai>pr()\in\at('ly  .^I  'to 
•S^)  hllUou  for  each  X<'/c.  Int'reasos  i?i  niu  inpU)yinent.  ^Uso  atVe<*t  state  aiul  local 
^overnnicat>i  more  (lrainati<-ally  than  the  Kederal  .i:o\i'rnnieiit  hecans<^  of  tlu* 
nicihodshy  which  the  two  ^ovcranieats  hornnv.  Tht^  ci-t'ilit  iuhh^i  of  tlu^  Kederal 
v:ov.tTanient  are  uiuUniiaMe  and  nnassaihihle.  'rreavnr.\  honds  aiv  always  sold)^ - 

,  and  if  a  >^MH'{t'a1l  exists  in  tax  revenne.  horrowiiiL;  is  antliorize«l  to  cover  tln5 
delicit.  Many  state  and  hx-al  ^'ov^*rnnnMits.  however,  I'unct ion '  under  rrt|niri'- 
nieiit"^- that  prcdnco  the  necessity  I'or  a  hahuu-ed  l  iul.u'ct  and  pviM'lnde  horrow- 
''fni:  for  opiMational  activities.  Inrrt^ases  in  uneniployn^ent  cause  lost  revenues, 
increases  in  welfare  costs  and  in<'reast\s  in  tju^.  cost  of  other  i)nhlic  assistance 
l)ro.i;raras.  and  a  loss  in  the  tax  hase  witluuit  tire  ahility  to  enter  the  credit 
market  and  secijre  funds  to  c<n-er  <lelicits  that  the  Kedoral  ^overiiuuMit  enjoys. 

'riie  current  eiisis  in  Xew  York  is  a  classic  if  extn^me  exanffire  of  wluil  can-, 
happen  when  the  economy  (hvline^^  shandy.  Finaiunal  institutions  have  4lon])ts 
ahout  the  state  and  city's  ahility* to  pay.  tlu\v  restrict  credit.  iiiu\  the.n^snlt  is  a  . 
potential  econoTuii-  catastrophe.  Willi  this  crum  h  coiues  a  massive  ret renclnueut 
in  ■  educat  i(Ui  since  other  services  such  as  polict^  and  lire  are  seen-,  as  life  and 
death  protections.  'I'he  termination  of  thousands  of  teaehers  and  (dher  ednca- 

.    Iioiial«employees.  elimination  of  crucial  .sui>port  sen  ices  sncl\  as  i;ui(hru'e  coun- 
selors, extra-curricular  activities,  and  other  pro^^ranis  that  liavo  dist intrnished 
th(^  Fnited,  States  edncation  system  fJxmi  the  edncation  systems  of  other  coun-.. 
trit's  are  he\*()miii.c:  commonplace  as  fnnds  heconie.  short,  l^roi^rams  for  the  di,Sr'  • 
a(hantai:ed.  specaal  education  foi-  hafi<licapped  children.  sui)plemental  odnca-. 
lion  fur  t'coiiniuicjilly  and  s<KMally  disndvanta.^ed  children,  j:o  hy  the  hoards.  ^ 
Class  size  skyrocket.^  hi  fttaj^.crcrini:  proportif^ns-- -fnmi  '^0  to  Ul  to  o{)  and.  in  ' 
some  i-ases.  as.  many  as  CO  children  in  a  class]  ''I'he  effects  of  this  nu  e<luc;Uion  /, 
should  he  ohvions  to  anyone  who  has  ever  heen  in  a  classroom.  The  pnx'css  »of  ,  * 
educatinji  is  cliaiured  iiito  a  hahysittiiif:  finu-tion.  A  joh  which  hiis  ;\^iyays  heen 
iliirH'uIr  hut  rew»jn-<lini;  hecoihcs  lmpossihh\  and  without  professi^jiuVl'  rewi^rds.^;- ' 

v    Vhat-  whicli  is  luosr  important  to  teachers,  a,n(l  here  T  mean  tlu^  sihnm^ps  hj  their';  ■  . 
student^,  hf^'omes  uuattainahle.  The  cnthack  in  revenues  in  New  York,  for  ox-!^*!^ 
afnple.  has  alntJ^st  completely  ollminatwl  the  .school  .Sfcnrity  force,  and  we  now  Vp" 
have  the  final  iniTreflieiit  for  disa.«?tor.  Knornieus  nuinhers  in  a  class  prevent  the, 
.  acV ievi'iuent  of  academic  uoals  whii'h  prodiuVs  anu:er  aiul  frustration  in  teacU-/-'v 

'  '  er-s  :Mid  str.d(»ids.  the  elimination  of  supportive  services  such  as  fjuidanct^  4'nuu-^ 
s'^!"ts  .uid  spc('iaf  edu(»ation  turns  the  schools  into  a  hahy^ittinu  operation,  andj, 
fhe  e'iTnination  of '  selu^el  security  heoanse  of  ci^tiiaeks  makes  the  school  - a 
tiH'l'Mh  >x-  They  hfH-om*^  daii^erous,  frnstrat'in.i;  "fiHif'f''^  when  tlu\v  could. and- 
.•-iiM.dd      t]]()  huihliiur  hhv  ir  on  which  our  sfM-'iei^*  is  lA.sed.  ^ 

'!'}'(v-e  are  the  .svmptoius  ef  a  disaster  currently  .'tllectiu^  American  education' 
and  wM.^'h  is  also  an]e<'tini:  every  other  as'pe<'tf7rf  our  pnhlie  lives.. The  disease  is' 
uucirjTvinyiuenr  and  inthitiou.  You.  as  a  romraitteCj  have  he  fore  you  a  l)ill  that 
ca<i       ^"nieihinir  to  chancre  the^e  dreadful  circnmstanct^s*  in  whi'di  edacation  is 

*    iKiw  cauidit.  Tlu^  Full  Eniidf^vmeiU  ami  }^alnnce<l  Growth  Act  of  107(*.  II.U.  fiO.  * 
is  one  of  tlie  creat  hopes  <<f  nieinh^^rs  (tf  our  union,  and,  in  time,  we  helieve 
viftnnlly  all  of  the  niem!)ers  of  the  edncation  profi^ssioii.  V<)r  the  first  time,  this 
It'll  (y^f.P:^  •■  a  ler-oi  at  uidch  full  eTUTjloynieTi t  v.  ill  h:ive  heen  acquired — .'^r^—and 
;illov-;  a  yufhc^Mit  time  to  aclMcve  this  ,*znal  so  that  the  potential  of  rekiudlinc: 
int.Mti-  n  (,;mi  he  avoidi><h  H'lws  lull  mKo,  unlike  thf»  Act  of  10 tO,  r>rovides  real 
ri'T't^Tt-^N  iir^'l  proirrams  hy  w)iir-h  iai-i-f^a.ses  in  unemploVmcnt  can  he  dealt  with 
su--ii  a-  -  td'lic  ,^er^ic(v  jcbs-  and  coijuter-cycHcal  aid  to  cities  and  states  awd  y 
t     ^»n>er  i'^^i^'  Tiroj^rrams.  Tt  also  ^piin^s  tliat  monetary  policy  whieh  has  heen  the" 
nlnev^t  evfinsive  pre-^erve  of  ^  niieleoted.  unresponsive.*  nnrepre.sontatrive,  and 
uou-pnl  ^if  ac-cnr>y~t]>e  Federal  "Rpserve — he  made  pnhlie  and  he  reqiiire<l  to 
cof^rdinntc  w\\\\  other  aspects  of  our  fluaiu-ial  and  monetary  policy,  and  that 
this  »)"li '  V  ]>e  r'^(piired  to  maintain  full  employment. 
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180  .        ^     '  k    ^  ^ 

In  shori^  we  urge  this  ComTliittee  to  report  Jhlsfeu  aR^VcJi^^^ 
^  ;^ea^^erB  and  ed,icators  and  Ibdeeti  the  entire  Ameiciean  pufllcTeJBR;  know 
if^l^f        ^  J^"^     i^'"''!'  ''^^''^^  l>hll08«phy  of  the  <;urren^  Atimiulstratituitaml 

s  pnnleoeasor  s  not  he  final  word  as  to  where  tlielr  govertimeut  stand^Uen 
it  comes  to  deaUng:  with ^ their  nundwr  one  problem^unemploymeot-tin^i  l^ia- 
tioii.  We  urge  spwdy  action  on  this  bill.  Thatik  you     -        ^  ^  ^ 

Attachment.  '  gjUJL      <^     *  . 


'OUTUYS  FOR  EUMENTARY.  SECONDARY,  ANO  VOCATIONAL  EOUCATION  (SUBFUNtTION  .501>^F|SCAL  YEAR 
1971-78  IN  FISCAL  YEAR  1977  OOLLARS,  '  '^i 

— ;:  :  .  '   — ^  ^  ■  V  "  

OMtUyjisconitant 

Fiscal  yiar  f  ^"'^2!h^"?  OuWjyiin 

c_  ■   .        •         .  '  .  dollars  I       nominal  dollars 

1971..... .1     _    ^  '  '  ^  , 

1972...   " - -   5f  3  J3,5 

1973   : H  4.0 

1974,  .  ■  5.3v     p  3,7 

1975  .                                                                    ' c    -  5,0  3.8 

1976   "  - -   5.6  4.6 

.  197A.  :.  ' "V  52  4.8 

i97s^  :  -  ^  -   5.1  5.1 

nical  year  1977  adjusHid  for  nontnacted  appraprlatlort " "  "  i' c  1 5 

..Fiscal  ytar  1978  adjusted  for  rtojnenactad  fiscal  year  1176  a'pprbpriaiionsi::::::  4  6  5'  1 

 ^ — ^ — rV'i.        ■  -  - —  — — .  ^  .  L 

^     1  Adjusted  for  annualithatijttsVper-pHpil  expenditures.  ■ 
l^budf^a^iSohlJ^'*  ^'^"l^"^?  thls^subfuftction  are  largely  determined  by  fiical  yeaV  1977 

^^TATEMEin;  OF  QREQ  HUMP  to  Y,'' COBIRECTOE  OF  LEGISLATION, 

,  %  .     AMERICAN  Federation  of  teachers,  afl-cio 

yf^\  lIvMvivR^r:  I'd  like      tnake  a  few  remarks  whioh  represents 
'^  ^int  of-Y^6w  of  the  American  Federation  of  Teachers  as  to  Why 
.f)aeceof  le^^i^slation'iaiiieeUed,  .     ^  ' 


•  .  ,    .^*T.^iirB^^J5^^^P^^  to  hear  tho^adminlstratioA  witnesses  this 

\  ''^P^fWi^-  •Wk  al)out*.tlti^  bill  as  yet  another  example  of  Government 
to^.iifiiltli  to  tlve  {ieople  and  producing  disillusionment 
■      ^  thinli,  that  a  bill  like  this  be  attempted  '  that  the 

v  irvivvPrtf^^ains- spelled  out  -In  Hiis  bill  be  enacted  and  be  given  a  chance 
^ . '  *  than  it  is  to  sitback  and  s^y  that  rather  than  raise  your  expectations' 
nothing  and  liope.  that,  the  private  sector  in  its  infinite  wis- 
clom  can  solve  tBe  problem, 
■     '  ;  From  the  poiRt of  V^eW  of public  service  union— with  almost  a 
.    iiaif  a  million  me^hbers  >Ye  face  on  the  local  level  the  combined  crisis 
*  of ' unemployment,  mcvea.^  welfare  costs  and  loss  of  revenue.  The 
^,5'  .  JocaU^ovemi^ent^ttd  government  then  increase  taxes  with  a 

•  4         i-^^^  i^^^  pa(ying  citizens  Who  leave  becau^  of  the  high 

cutbacks  in  services  that  then  affect  children 
'^^°?^^'^^^.'%'^®^^^sult.  We  believe  the  cause  of  this  is  the  epidemic 
.  .prhii.^^  the  United  States  has  faced'really  since  the 

r  Nixon  in  1969  and  the  off  again  on  arain 

.  -  v^£:pnpmic  lk>licies3%Umprove^^  in  time  for  his  reelection  but  cause 
:  ;     eVto.4e3^^^  Pit*'^««Wer  tU  election  the  last  7  year  period  has^ 
.  i  v-;.  peen  a  tii^ae  of  (fonstanv^ 


.  I  want  tO'takc  this, opiK>rt unity  to  road  just  ji  fow  fiffiiivs  into  the 
m'ord  anil  these  fi<]r\nt»s  cdin'e  fmxv  tho  TQt>oyt  of  tbo^enato  Budget 
Conunittoo  whicli  wai;  just  niade,availablog'e^t(fi^lay^ 

In  tl)o  area  of  incouiivseruntV,  tlio  coihfll'tt.ic^c^^^^ri  since  lOGO, 

.  in  tho  decade  l)et\yeen  lOfiG  ai^l^  1076\ther(i^.|Jas  beei^.fth  increase  of 
more  than  $100  billioti  in  I'osts  f6r,  it^^Omo*^f5ecu  Now, 
it's  broken  dowm  this  way.  The  ltvr<r6st:i  phi«t.'6f  it  is.tbr  payments  to 
retired — social  'security  and  other  iv^ti^renxent  programs  but  remaining  ,o 
after  that  $62  billion  is  subtTo^ted'aiild;  tlxe  ipJrQaso.of  $21  billion  in  - 
inci^aso  in  10  yeai*3  for  welfare  typi^  bericfits,  food  ^stamps,  AFDG,  "'^ 
,   and  related  activities  and  $1"  billion  intvi'efc  in  uftVuiployinent  insur-  • 
ance  in  10  yoai*s.  If  this  type  of  c,irpi1*'\y^i»6,jm^  jobs  the  ' 

things  that  the  FeilovarCTOVcrnment^^^^  ai-e  fairly;  , 

obvious.  To  look:at  these  figuivs. and .t^ealirtts'SVlmt  they  show  in  teffh^  ' 
of  lost  initiative.^  in  education  ancl.Ji^ajtU' care^  and  in  all  sorts  of 
things  that  ronuiih  to  l)c  acronip.li$tiod>^«T'pai-t  of  the  agendd?  of  any 
decent.  Federal  Gdvenun.eilt,  tins  di^Ti^ipn  6^  revipnue  i^  relatively, 
unproductive  in  terms  of  Imlping  pV^ppjcTcbfln  beat  the  cycle  that 
puts  them  into  tjiis  positi6n\        \-f  *  \         !       -  /^ 

We  don't:  want  to  be  takoJi  as  being  agains^  tjitse  payments.  They 
have  to  lAmade  and  people  Kavc  nWls'^that-^^^    to  be  met  in  period's 
of  «nenipl?>ytnent  but^  the  fa<^tvis  ^]iat'i4iQse  enonn      outlays  of  cx- 
pen^tures  mive  to  be  madi>  because  of     faihire  to  scflve  one  basic. 
'  probiWn  and^luit  i?v:>do  Ave  ha^.  'crioi]^^   jobs  at  decent  wages  so 
■  ^leopwdon't  bli.yc^  tO\rdy  OKMliS-Goy  for  basic  subsisfence 

jTevels.  P-want  tQ^tlutnk  you^foy.tfhe  opji^f^  appear  in  f ix)nt  of 

this  comltiittce.  ••tt^^k^oins  "liko:i  V\*b'^^^^  iVo  have  a  problem  in  the 
areas  of  i^bs  and;oinployifeit  telling ^it  to  you  and  we 

want  to  tlK%ik  yo^'  f^tv|lVat.^  ^u  can  'move  this  bill  out  as 

fast  as  possible  andf^ur  support  i^j^uavanteed.  I've  included  with 
thei  statenient^»7yso]ntfori  pa  the  AFT  convention  in^July^of 

sjtjiis  last  year  It i^mg^jfiilrs^  *       '  • 

>^  I'll  1)0  happy  to^iali^^  any^ues^M        have.  Thank  you. 


Mr.  Dani^ils.  TIIg  roBOluf i'on  MAvhich  vou  refer,  is'that  resolution 

2fo.iii-.  '.■  •^^/■'">^.^.v-v  •;■  '  >\  ;  = 

..^.]Ur.HrMritey(^  V  '^^^  .  .  ^  ' 

V  .,-  '^fi'.  Banifx.s.  T  wi^'i^^i/unaftimous  conseiit  to  make  sure  that'is 
'  .incorporated^  in  the  r^ji|^^l:'  Any^^  Hearing  none,  it  wiit;;1& 

Vso^ncltided.  *      *  ■  '  *  :  ,  -^"  V^?:^  ^ 

'  •     [Documeii^  referred  to  fallows;]  "  .  % 

-  ^*  o  •        ^'  ■      ^  ^    '    '  RK«ttI±TION  No.  11 

jl  (Subiiftf^  by  :  rilit<?(l  T.eac^or.s  of  Bnltinioro  City,  Local  Xo.  340)     «  i 

- ^:i)L\A.r.*(Trj>QRxtrxr^T  AND "ir^  act  of  iots  (s.  so/h.r.  .oo)^ 

•  Wherf^s./Jidult  lineniployment  li;  conservatively  estimated  at  8%,  and 
'-.  ^-M'herens.  teena^  unemployrafpt  is  conferva tively  estimated  at  21 9^.  and 
.'vJifSvhereas^/'u^rnoiifv  yopA  unemployment  is  conservatively  estimated  at  409c, 

.  "4tfd"      .  Q  ■  . 

.  ;  ""^  ^yhe]:el|5^,/Tt^e.  a"?  teachers,  ar6  to  educate  our  students  in  order  tliat  they  may 
r  ^beoofne.p^j^i^tiye'f^^^  .  , 

■ : ^ UeRtytsa^^h at < the  A-F-T^.  endorses  and  gives  full  support  to  S.  50  and  H.R. 
i-^inia|(H|^inf:  to  alr-3^niericdns,  able  and  willing  to  wor,k,  the  availability  of 
^  1  ofSjJ^tunities  for  useful  and  rewardihg  employmjeut,  and  be  it  further 
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RcAolvcd,  That  the  A.F.T.  through  Its  Legislative  Comn)lttw;  inform  all  mem- 
l>erfl  of  CongrosH  and  tho  President  of  the  United  States,  that  wo  want  thia 
hill  passtHl  in  full,  and  be  it  further 

JU'.iolvcd,  That  we  inform  Contnress  that  this  hill  must  he  fully  funded. 

Mr.  Daxifxs.  Well,  Mr.  Hiiinplwey,  on  behalf  of  the  committee  l' 
want  to  thank  yon  for  tho  presentation  of  voiir  testimony.  I'm  pleased 
to  hear  that  tho  American  Federation  of  Te^ichere,  AFI-r-CIO,  fullv 
endorees  IT.R.  50.  ' 

The  Chair  a<,MTes  with  the  view' expressetl  hevo  today  that  it  is  an 
awful  waste  of  funds  which  could  bc^utilized  for  many  useful  pro- 
^^rams  to  not  only  provide  gainful  ,einpk)vnient- to  our  unemployed 
and  underemployed  hut  also  to  increase  their  di<^nity  and  prestige. 

I  recognize  tlie  gentleman  from  California,  ^Mr.  Ilawlons,  for  any 
questions. 

Mr.  Hawkixs.  Just  one,  Mi\  Chairman.  I've  read  the  statement  and 
I  thmk  it's  a  veiy  excellent  one.  The  only  question  I  would  suggest 
at  this  time  would  be  as  to  the  eirocts.  on  education  that  .havel)een 
outlined  in  this  statement  which  I  thought  were  very  well  clocu- 
niented.  Do  you  consider  these  elFects  of  such  a  nature  that  they  will 
be  permanent  and  that  actually  the  major  eifects  may  not  really  bo 
known  for  several  generations  to  cohie?  We  may  have  a  recession,  a 
recovery,  another  recession,  another  recovery  and  sa  fortlu  but  tho 
t^ffects  as  youVe  outlined  them  are  things -that  are^  permanenf  and 
there  }s-  no  recovery  from  the^n.  If  the  child  doesn't  get  an  education 
today,  perhaps  .that  child  will  never  get  that  education  and  will  for- 
ever have  a^rohlenu  Do  you  consider  tliat  to  be  a  true  statement  on 
Uio  part  of  the  thrust  of  the  statement  as  it  has  been  made  bv  Mr 
-Sli8Jiker?  '  '  * 

•  Mn  Ilr^mtREv,  Yes,  Mr.  Hawkins.  The  final  result  of  this  situa- 
tion that  has.  occurred,  well,  for  example,  "N'ow'' York -City  and  we 
repra^ont  most  of  tlio  larger  cities  and  this  is'dhout  to  occur  in  some 
othej-s  and  there  is  a  po.ssibility  of  .such  circumstances  in  Chicago  and 
other  places  nnd  the  effects  of  that  are  that  in  many  areas  of  city 
goveiTiment  one  can  i=^o-call  increase  productivity  by*  putting  more 
work  upon  the.  existing  people  who  work  there,  but 'in  education  as 
you  increase  thcclass  size,  y6n  decreaF^e  the  amount  of  time  that  the  . 
teacher  can  spend  with  each  individual  student- and  yorr've  takem ' 
something  away  on  an  almost  permanent  hasi.s.  The  process  of  eclnca-' 
tion  seems  to  go  on.  There  is  a  teachpv  in  the  classroom  and  cKiltfren 
in  there  lait  all  the  functions>that  are  best  performed  with-a  decent ' 
level  of  class  sij^c  and  vvit.h  the  special  services  provided  that  we  haVe' 
coiiTo  to  anticipate  and  expect  over  the  vearsP^heii  those  are  gone,  the 
child  who  had  been  liclped  by  tliem  in  thc/i>ast  is  now  in  the  process 
of  sitting  fhei-c  through  an  experience  tliat  may  iiot  be'torriblv  mean- 
ingful and  the  result  of  that  is  a  pcmianent  loss  in  the  education  of;' 
that  child  and  it's  something  yon  can  recapture  onlv  with  the  most 
massive  expenditures  later  on.  The  increase  in  the  amount>of  atten- 
tion arid  resources  that  you  have  to  bring  to  that  child  a.t;d|>.hie  point 
m  the  future  dwarf  what  you  could  have  done  by  *^6ttiiig  it" earlier!  A 
compensatorv'  reading  program  for  a  student  who  gets  through  h\<r\i 
school  without  learning  to  read  and  then  has  ambitions  for  further 
education  is  far  more  expensive  and  probably  less^ successful  than  it 
is  when  the  student  is  still  in  elementary  scTiool." 
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Mr.  Hawkins.  So  \vl^  tire  I'eally  building  into  tlic  system  tlie  need 
^ih  ^lio  futiiro  for  many  compensatoiy  programs  to  overcome  what  is 
not  now  being  done  and,  tliorefore;  it  would  certainly  be  mficb  more 
econonucal  to  do  tliem  now  tlian  to  do  tlioiu  at  some  fu'ture^tiiue. 
Y  Mr.  TIuMniuKv.  It.  makes,  as  far  as '  we're  conceriiecl,  rio  'sense  in 
terms  of  using  the  scarce  dollars  that  jire  available  to  put  the^e  prob- 
leiv;is  off..The  ultimate  r^sidt  may  be  a  i)erson  who  is  unable  to  earn  a 
living  that. can  support  that  peri^on\s  family.  It  might  be  some  sort 
of  really  terribly  expensive  form  of  rehabilitation,  ^here  is  also  the- 
possibility  of  jail  or  other^things  that  Imppen  in  greater  proportion 
to  people  without,  education  than -they  do  to  people  with  education. 
All  these. tilings  are  the  result  of  tlfc  kind  of  unemployment  and  ro- 
trenclimeut  in  services  we  now  have.  '  \ 

Mr.  ILvwici^-^s^Tlmnk  you  very  nnich.     ''•  - 
.  Mr.  DANiKLs.^Vgain,  thank  you. 
/  Oi^r  nexlaud  final  witn6ss  for  the  dav  isMr..John  Callahan,  Legis- 
lative Director,  Iiiternatioual  T'uion  of  ]£lectrical,  Kadio  and  Ma- 
chine Workers,  AFr^CIO.  ./ 

Mr.  Caij.ait AN.  Mr,  Chairman.  I  want  you  to  know  I  am  also  going 
to  put  my  statement  in  the  record,  with^your  permission. 

Mr.  Daxikls.  ril  asic  unanimous  con.sent  that'tlie  statL^ment  of  John 
H.  Callahan  be  incorporated  in  the  record  at  this  point. 

[Document  referred  to  follows:! 

,  o.-  ■ 

Prf:paw.:d  Statkmknt  oP-.Toun-  Caij^vhax,  Ijxisi.ative  Dihkctor.  Tmernational 
I'MON  ov  Klkcthicat..  KAnio.;&  5IACIIl^'I.:  Wohkjcks,  AFIv-CIO 

rb,'iii*ni:iii  Dariiols  and  other  Subcommittoe  Members,  my  name  is  Johu  II. 
Canaliaii.  I  am.  legislative  dii:octor  for  the  International  i'nion  of  Electrical. 
Kadto  and  Machine  AVorUers .^Oown  for  sliort  as  lUE),  an  AFI/-CIO  aflUiated 
union.  ■  v!^'  -       ,  * 

Tliis  Tuiion  nrSw  has  a  per  capita  dnes-parinj;  membership  of  abont  235,000 
in  tho  Fnited  States  (plus  some  thousands  more  in  Canada)  :  we  had  in  the 
uoifrhborluiod  of  81;"J.000  Jn  the  U.S.  in  lOGS-09. .  What  haf^poned  to  well  over 
80,000  TUE  members  over-tho  iutorveninj;  years  also  has  happened  to  manv  tens 
of  ^thousands  of  other  *\vorkers  in  our  industry.  It  happened  to  millions  in  the 
L  .s.  c^-onomy  as  a  whole.  They  lost  their  jobs. 

Seven  million  people  jobless,  by  official  underconnt;  todav  ! 

When  people  lose  their  jobs  and  they  can't  get  otUipr  jobs,  or  can't  get  other 
jobs  payinc:  as  well,  they  suffer  diminished  standards  of  living.  They  often  are 
forced  to  become  tax-eaters,  where  they  had  been  tax-payers.  ' 

In  some  cases,  the  human  'suffering  is  veT>*  great  indeed.  People  mupt  do 
without  adequate ^food^  medical  care,  sometimes  they  lose  the  homes  they'd 
been  .'^crimping  anTT^nTVig  for  for  years,  and  they  lose  hther .material  needs.  I 
do  not  want- to  mcnti(m/the  luxuries,  the  nicer  things  tlkt  aren't  so  basic,  that 
Wiey  workefl  for  hutj^^-  may  lose  right  away.  * 

Tl^eir  children. sometimes  have,  to  forego  special  lessoiis  thev  previon.slv  had. 
rvrhaps  they  have  their  educational  plans  disrupted,  when  forced  to  go  out  to 
earn  a  biick,  at  a  time  when  those  kids  should  be  at  some  college  or  technical 
or  other  advanced  s<*hool. 

The  scramble  to  hold  on  to  or  find  scarce  jobs  is  a  divisive. "hate-  and  fear- 
creating  factor  in  our  society.  It  makes  harder  the  solution  of  all  problems.  I 
do  not  speak  now  about  the  psychological  impact  of  joblesjrness— the  los,s  of 
status  and  of  p/ide.  the  corrosion  of  one*s' self-e.steem  and  self-re.spect.  the 
traumatiij  -impact  on  family  relationships.  Who  can  mejyaure  these?  Those 
who've  experience<l'What  I'm  talking  aboTit,  at  some  time  in  their  lives,  know 
withoTTt  my  saying  more.  I  hope  the  ones  here  who  haven*t  experienced  lt» 
never  have  to.  '  o  ^ 

That's  with  res-peot  to  people  STich  as  tho.se  I  represent  here  today.  People 
who  normally  work  for  a  living.  Who  normally  produce  and  pay  taxes.  Who 
are  or  were  accustomrtl  to  paying  their  own  way  and  don't  want  to  be  de- 
pendent on  handouts.  "  , 
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1S4         ^  ' 

Thpro  are  others— liu fid red^,  of  tliousiinds /)f  otiier.s— y^)ungsters  fresh  out 
school,  older  i)eoi)le  who  ho^'t^/lived  in  depr^l  pockets  of  the  nation  or  have- 
been  victims  of  discTUnhiall.oti/VAVidows  who  didn't  work  for  pnv  while  hus- • 
hands  wore  allvo  and  can't  jfpt now;^1)orftohs  who  Uaveirt  the  educational 
..\'^^±^F''J.^^^^^'  ^^t^*-  who  physitvaijy  conld  work  hut  have  e^ven  less  chance  to  pet 
johs  because  the  economy  has         shot.  All  those  who  i>erhapj>  never  had  joh,s 
Mhat  must  their  nieutal  apd  p,^vchoh>gicnl  outlook  he? 

The  r)eople  of  this  coflntry  have  many  unmet  needs  for  goods  and  services, 
lor  thems^es  as  imlividnals  and  familieyi  for  their  conmmnities,  and  for  the 
improvetneffT^of  the'areas  and  resonrces.aml  services  whic^li  belong  to'ns  all 

It  13  a  hanPh  and  tragic  fact  that',  along  with  the  great  needs  which  exist  are 
great  unuj^d  resources  of  know-how  ai>4  protlnctive  equipment,  of  materials, 
and  of  involuntarily,  idled  or  iiuderutilized  i>eople.  *  ^ 
.a!!",  ^^-^»rsh  and  tragic  fact  tliat  despite  the  Congress'  Commitment,  in  the 
.  IJMb^I.mploynient  Act.  that  this  country  and  its  government  will  see  to  it  that 
people  who  want  work  will  have  wprk.  the  U.S.  Oovernaient  hasn't  geare<l 
its<^lf  sulhciently  to  prevent  involuntary  nnemploviiieut-^prolonged.  mass  cor- 
.  rosive,  wasteful,  destructive  idlcrjej^s. 

Indeetl.  the  ciyrent  Adaiini.stration  calmlv  contcinplates 'the  continued  invol- 
untary uncmploymertt^of  millions,  of  Americans  for  years  to  come.  It  x>ursues 
pph(ncs—gi\:hig  higher  priority  to  achieving  other  objectives— which  accept 
such  inieiiiploynient  rates  and  totals  and  the  individual  sufferiug,  Svaste  crime 
and  loss  of  fedenil  revenues  that  that  entails.  > 
■  •  It  is  harsh  ami  tragic  that  we. have  to  he  here,  a.sking  the  Congress  to  pass 
IIU  .)0  aud^SO.  to  mandate  government  action  to  bring  the  nnemplovmeiit  rate 

"'^  undercoimt  the  johle^saess)  within  three  years 
CovernmertTWionld  have  been  mtn  ing  Heaven  and  Earth  long  ago,  and  co'titinn- 
oiisly  if  need  be.  to  do  tliisT^thont  being  asked ! 

It  is  true  that  theJ^MtiEmployment  Act  did  not  mandate  a  specific  percentage 
rate  ceiling  (m  uiuMfiployment :  nor  provide  for  specific  machinerv  to  plan  and 
coordinate  action  by  the  President.  Congress,  Federal  Reserve  Board,  state  luid 
hx-al  gcfvernnients  and  groups  in  the  economy  such  as  unions^  and  management  • 
nor  declare  it  to  be  an  adiilt^s  right  to  ^lave  a  job  at  fair  pay;  nor  .specilicallv 
accept  government  respon.sibility  to  be  employer  of  last  resort  so  as  to  assure 
that  people  who  want  to  work  will  have  work.  This  bill  w^mld  do  so,  a^  we 
read  it.  •  ,  ' 

Therefore,  in  line  with  a  nnanimoti.s  action  by  our  .Union's  Executive  Bonrd 
during  its  March  22-2fi  sei;»sion.  and  with  countless  resoUitions  bv  onr  Union's 
conventions  over  the  years,  I  ask  you  to  pass  this  bill*  very  soon  and  fund  it 
adequately.  We  need  it !  ' 

•    '  • 

STATEMENT  OF  JOHN  CAILAK^N,  LEGISLA-TIVE  DIRECTOR; 
INTERNATIONAL  UNIMOF  ELECTRICAL,  RADIO  AND  MACHINE 
WORKERS,  ATIr-CIO   ^  <>     ■    ,  ^ 


.  Jlr.  Callahan.  I  just  v;ant  to  make  a  few  cjiinientsy  and  thoV  will 
be  sliortoT  than  anyone  who  lias  been  up  here  today.  However,  I  want 
yon  to  know  I  feel  veiy  frood  in  waitinsr^so  lon<f  to  be-  in  such  dis- 
tin<rijishecl  company,  especially  yon.  who  1  have  said  before  when  all 
om*  union  knows  yo\u  and  we  have  one  of  thebett-er  unions,  that  you 
ate  the  fatj^r  of  the  OSHA  safety  bill  and  it-.s  a  pleasure  to  be  liero 
before  yoti.  . 
Mr.  Daxfels.  Is  that  ^rood  ?  * 

^fiv  Call.viiax.  That  is  ^ood  l>ecause  it's  something:  that  you  hadT" 
hard  jpb  pushin^r  through  and       Icnow  what  kind  of  work  vou  put 
intoit  and  appreciate  it.  ., 

Mr.  Daniels.  Thank  you  for  your  kind  comments. 

Mr.^CALLATiAN.  I  also  want  to  say  I  am  pleased  to  be  in  the  com- 
pany of  the  distin^^uished  Con-jgrressman  Hawkins  and  !  m.eet  hini  in 
the^ hall  ways  and  it  seems  like  I'm^  following  him  around.  I  remember 
th^pTess  conference  on  this  bill  at  the  Capitol  and  !  watched  sonic 
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of  tlic  loaded  questions  by  the  press  wlvo  tried  to  slioot  sohio  of  these 
provisions  down  in  the  bill  and  Scjnator  Iluniphrey  iiiid  Gongress- 

-  limii  llawkin^>,  you  did  an  oiit.standiii<r  job;  a  marvelous  job  at  the  2  ' 
days  on  the'i^eiiate  side  and  I  followexl  you  down  to  the  banciuet  and 
then  going  to  bear  Andy  Bieiniller  testify.  This  is  the  bill  we  are  so 
enthusiastic^  about  and- wo  support  wholeheartedly, 

I  agreo  with  the  statements  made  by  CQngressnntn  Beard. from 
Rhode  Islaritl  about  the  employment  situation  there.  haye  quite  a 
few  membcM-s.in  Khode  IslnrUl  Also,  :\Ir.  Chaii'nian,  your  State  is  in 
pretty  bad  shape  from  ouv  unionV  point  of  view  and'I'ni  sure  frpni 

■  other  unions';  .  . 

'"'  'Just  to  give  you  a  (piiclc  rundown  of  a  couple  of  placets  we  know  of. 

•We  had  some  people  iii  here  not  too  long  ago  from  Otis  Elevator  in 

Harrison.  N,J.  and  the  plant  is  just  going  to^be  a  skeleton  because  the 
construction  business,  the  elevator  business  isn't  very  good  and  as 
you  now  know  wo  have  hafUwholo  plants  shutdown*  in  >New  Jersey 

Vand  not  jnst  the  layoff  of  aTiuiuh\ul  people  but  sliutdown'of  a  plant 
where  the  plaiit  ift  no  longer  used.  KCA  in 'Camden  where 'We  u«ed  to 
have  11,000  \ve've  got  imuybe.  a  couple  liuiulrod  tiow  and  you  know 
what  Singer  in  Edizabeth  ari*l  O.E,  in  Newark  luiyennoved  plants  ' 
^  and  I  doi\\  want  to  be  disi*espectful,  down  to  Byrd  country,  down  ii_ 
Virginia  to  Winchester  and  the  people  really  needed  tlic  jobs  iii 
Newark.  They  moved  the  plant,  closed  down  the  plant  in  Newark  jJid 
moved  it  to*  Wiiicliestor,  Va.  and  New  Jersey  lii^'been  really  hardAiit 
a.s  has  llhode^Island.'  '     '     ^  V 

In  some  parts  of  New  Jei^sey^yon  liave  a  higher  percentage  of  un- 
emjilovment  than  14  jmrcent. 

Ml .  D  ANiKLS.  The  a\"erage  rate  of  iineiuploynient  iit  N^ew  Jersev'is 
in  excess  of  13q)ercent  and  in  Hudson 'Cpunty,  nij;  congressional  dis- 
trict, it  .amounts  to  aiul  17  percent.  Tliis  morning  I  had  brealvfast 
with  tiic  jnendxii  s  of  the  titi(les  council  and  they  ai-e  lamenting  aa 
unusually  liif^h  rate  of  unemployment  in  the*  construction  trades  ■ 
amounting  to  about  .*>5  percent, .  \ 

Mr.  Gali.aiian.  I  just  want  to. .say  we  ^re  very  much  behind  your 
bill  and:  we  just  admire  tliis-man' foV  his  perseveVance  because  he/Jia.^ 
really  carrieiMlie  ball  for  a  couple  years  and  I  would  say  almost  alone^ 
and  now  it  is  gainii\g  nionientum  and  I'm  so  happy  to  see  everyone 
behind  it  in  the  labor  inovonient  and  that's  going  to  be  a  great  tl^iiio- 
for  us  and  I  hope  this  bill  goes  through  and  the  promise  that  Speaker 
Albert  gave  at  that  pi-ess  confez-ence  and  I  hope  it  holds  true,  he  did 
say  the  bill  woufd  bo  out  of  Congress  by  ^lay  15.  ' 

Mr,  Danikls.  Thank  you,  Mr.  Callaliam  ^ 
.  Mr.  HawivIXs«  I  thank  .the  gentleman  for  his  very  generous  re- 
marks. I  wish  you  "^^uld  make  that  statpiueiit  in  niy  district,  Mr. 
Callahan,  '  ' 

Mr,  I)ANiiy[.s..Tliis  concludes  today's  bearings.  I  wish  tp  announce 
the  next  meeting  of  the  subcommittee  will  take  place  on  Thursday, 
April  8  in*  room' 2261  at  9.a,m,  at  which  time  Mr.  Charles  Pa rtee 
of  the  Federal  Reserve  Board  of  Governors  will  ber  the  witness  and  i 
Dr.  Alice'Hivlin,  Director  of  tht  Congres'sional  Budget  Office^and  '  ' 
Professor  Robert  E.  Hall,  economist  of  MIT, 

[Where.upon,  the  hearing  concluded  at  2:10  p.m.  to  reconvene  at 
9  a.m.,  Thursday,  April  8,  1076.J  * 
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THURSDAY,  APRIL  8,  1976 

House  of  Representatives, 

SUBCOiitMITTEE  OX  MANPOWER,  COMPENSATION,  AND  HeALTII 

AND  Safety  of  tiie  Commtttee  on  Education  and  Labor, 

V         .  .      ^    'Washington^  D.O. 

Tho  subcommitteo  met,  pui-suant  W  recess,  at  10:10  a,m,,  in  room 
2261,  Rayburn  House  Office  Building,  Hon.  Dominick  V.  Daniels 
(chairmau  of  tho  subcommittee)  presiding.  . 

Membei;s  present:  Remesehtativcs  Uaniels,  Hawkins,  Meeds,  Gay- 
dos,  and  Sarasin.  \       '  .     -  '* 

Staff  pixjsent:  Daniel  avrivit,  con^jsel;  Saralee  Schwartz,  researclx 
assistant ;  Nathaniel  Semp][^e,  minority  legislative  associate, 
/  Mr.  Daniei^,  The  Subcommittee  ou  Manpower,  Compensation,  and 
Health  and  Safety  will  come  to  order.  -  ^ 

This  5tioming  Ave  will  continue' our  hearing  on  H,R.  50,  the  Full  ' 
Employmen^and  Balanced  GroAvthAct  of  1976.  \ 

Our  first.  Witness- is  Governor.  |]!ha;i?les  Partee,  of  the  Federal' 
Reserve  Board  * 
.  Welcome,  Mr.  Partee.  i       .  ^ 

■  ■  •   .  ■  ■  ■       '  ■ '  ■   .   ■  .  '  . 

STATEMEST  OF  J.   CHAEIES  F^TEE,„  MEMBER,   BOARD  OF 

^  QOVEBNORg  or  THE  EED^RAX  RESERVE  BOARD 

Mr.  Partee.  Thanlcyou,  Mn  Chairman.  , 

X  appreciate  the  opportunity  to  pr^ent  the  views  of  the  Federal » 
Reserve  Board  bri  H,R.  50,  the  "Full  Employment  and  Balanced 
Growth  Act  of  1976."  This  bill  would  amend  the  Employment- Act  of 
1946,  which  r^uires  the. Federal  Government  to  utilize  all  of  its  re- 
sources iii  orders  "tA  promote  maximum  eniblp3TOent,  production  and 
purchasirig  power.'*  The  Federal  Reserve  B^arti  fully  recognizes  its 
^•^ponsibility  urider  the  1946  jict  and  lias  repoirted  regularly  to  Con- 
giTBSS  on  its  efforts*  to  further  the  objectives  of  the  law.  The  central 
question  facing  Congress  as  it  considers  ;H.R.  50  is  whether  or  not 
tne  proposed  amendments  will  help  advance  the  goals  of  the  original 
act.  I  am  sorry  td  say  that  we  do  not  believe  they  will.  The  bill  is 
both  too  rigid  and  too  inflationary  and,  on  balance,  would  likely 
prove  to  be  inconsistent  ^th  the  long-term  economic  well-being,  of 
the  Nation.      \  o  ^  * 

■     .  \    •        ;  (187)  ^    ,  '  '  '  ; 


7'  •rMOl  ?"''!''''^- ^■'■^•>'  ^"'""^  Pioblein  m-cntlv  in  the 
I  lutcd'Matc-.s,  as  in  iimiiy  otluM-  counfi  ies.  Btit.^,this  oonilition'is  mam. 
ly  a  product  of  the  recession,  Avhich  in'  tilrn  was  caused  bv  the  ex- 
Vi'^'f  'J^^Li^l^'^l'^ices  that  luul  developed  .eariici-in  tlio  ecomiiuV. 
\\ith  economic  recovery,  iiood  piogress  is  bein-  nmde  in  restoriucr 
]obs,  and  the  iinemploymeni  rate  has  dropped  li/i  percentflgc  points 
over  the  past  year.-,  ^  ,o  t 

^  Siibs-tinifial'  fiu'tiier. progress  is  uccessarv'in  (■reatimr  new  .job- 
portunities,  thereby,  rediicinjr  uiiontployment  and  providing  lor  the 
absorption  ot  a  .stea.Jlily  irrowih-  hibor  foi;ce.  Thi^.  nuist  be  a  priniarv 
..objective  ot  <roveiniiiental  cconoinic^wliev.  It  i.s  also  of  criioial  im- 
portance, however,  tliat  we  avoid  recreatin-.llie  conditions  that  led 
p  tlie  past  re.cessioii;  and  conld  do 'so  ajrain.  Th-is  means  that  con- 
timicd  attention ^nnist  directed  to  questions  of  economic  structure 
and  balance,  incbl4|,^  !uoidanc6  of  the.  extreuielv  injurious  effects 
or  rapid  inflation.  '         '  '  ■  ■> 

-n^^  ''  'i&r>"a^'pl.v  concerned  that  the  net  effect  of  11 R 

f  T-  ^i?^^'^  W^"jtially  to.the  inflationary  bias  ah-eady  evi- 

dent in  the  p?Fforni«ftice  of  the  nation's  economy,  without  -eiienitin.r 
a  histiiig  increase  in  productive  omployment  opportunities.  Surely 
tlie  events  of  recent  years  have  demonstrated  that  rapid  inflation  can 
imdcM-nimc  prosperity,  and  exacerbate  unemployment.  The  inflation  of 
J.h„  and  1!),4  with  its  advei-5e  effects  on  wal  incomes,  httitucles  and 
the  quality  of  economic  decision-making.,  was  a  major  force  con- 
tributing, to  the  subsequent  deep  economic  rqce.ssion.  It  should  Ix) 
clear  from-  thi.s  exj^ci^fince  that  such  conditions  exact  their,  toll  in 
terms  of  economic  inequity  and  social, discontent.  The  American  peo- 
ple have  become  painfully  aware  of  the  costs  of  inflation  and  of  the 
need  to  control  it.  ,  , 

infl\'f  "^'"''•^  importance,  we  believe,  tliat  tho'cont.iirynent  of 

inflation  be  recognized  explicitly  as, an  important  national  priority 
inseparable  from  the  goals  of  inaximuin  employment  and  production. 
Indeed,  a  principal  flaw  in  tla>,  1 946  act  is  its  failure  to  identify  clear- 
ly price  stabihty  a,^  a_  long-run  economic  goal.  II.R.  50  .shai-os  and 

™-ov!Jnn  '%  l?''^V-n ^^^^  j.Klgiuent.  (he  antiinflatlon 

pio\  sions  of  tlic  i)ill  are  too  weak  and  too  vague  to  l)e  .satisfac.torv 

Nowhere  are  there  workable  safeguards  against  inflation,  Inslead! 

he  bill  has  many  provision!^  that  would  contribute  further  to  condij 
t.ons  and  practices  that  woAld  likely, le^^ult  in  an  intensificiition  of 
upward  price  pfeasurcs.  .  ^  ul 

Certainly  onr  infl;itio.nan-  feature  is  the  bill's  objective  of  3  perctfnt 
adult  unemploymeut  to  be,  renched,  and 'sustained,  within  4  years 
following  enactment.  This  is  a  iiio.st  arbitrary  target..  Historicajj*:  a 
.5  percent  adult  unemployment  rate,  is  very '  low.  Over  the  pj^jJO 
yeai^,  the  jrtble.ssJ-atc  for^ho.se  IS  and  overhas  lx>en  in  the  nei-hbor 
hood  of  .5  peireirt  only  during  10r,2-5i5  and  1068-69.  years  in  which 
tlie  number  of  men  in  tlie  armed  forces  was  over  31/;  millioij^balf 
again  as  high  a.s  the  present  level.  Moreover,  both  of  the.<^  periods  of 
heightcne,  e<.ono,nic  actiyit.y  were  characterized  by  demand-pull  in- 
flat  on  and  wercfollowed  eventually  bv  major  recessions.  Thus'  our  " 
po.stwar  expenence  suggests  that  achievement  of  percent  uneninlov- 
JMC.nt  typically  is  accompanied  by  substantial  inflation  and  followed 
by  economic  decline,  rather  than  bv^.stained  full  eiuployment 
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In  achlitioii,  tlic  sottiiiij^  'of  ;i  ri<ri{l  iijieinpjoyjnent  gCKil  i»(nores  tho 
(.lyiiainic  cluirnctor  ot*  the  Aiiierirair^lahov  force. /Ihc  jobless  niit-e  of 
a  decade  or  so  n<:o  does  not  baA'e  the  sanij3»niijjuurig>as  the  ciirreut  mj^e, 

^principally  becSu^of  tlu^  shiftin<j:  C()inp5sition  .of  tjie  labpr_.forc(L 
and  tliei  more  liberal  nature  of  our  tVxloral  iricome-s^ipport  pro<^rahi.s. 
Today'hj  labor  foi-eo  bus  i-ehitivoly  ii&re  -n^w  enj^-ants  and  reentrants 
— chieffy  the  young,  and  mavricd 'wpinen— than  it  did  then.  I'Keso 
groups j[ypic^lly  Iiavo  bigl,ier  ni-tes  of  joblessness  as  the>^  scarcli^. 
often  intermittently  and'  tlirongh^  ti'ial  und.error^fpr  n  satisfuctorj- 
jtib.  It  is  reasonable  to  tlrinlc  tluit'thi>;  has  bad  an  iipward  bias  on  the 
t)fl[icii<l  jobless  rate. .        *  ..  *    .      '    .      '  ^      ^      v  .  V  V 
Ijidecd,  felie  fact  that/he  'bill  ^  forth 4n  iineniployiuei^^^ 
while  making  no  inlbution-  pf  a  cpmpav^ible  j^pecinc  objective  with  re- 
gard to  inOation  is  illu^trative'pf  its  uneven  tVeatj.neitt.  of  these  two 

.  economic  problems.  I  woulcl  not  urge  that  anv  fixed  target  for* slvort- 
run  pricier  behavior  be  set;  the  iueanimj^'  an  mflpt^ion  rate,  in  its  own 
way,  can  be  as<*lian<real)l|^      the  nj^uuiig  bra^p^       rate^  My  pur-  / 
pose,  simply  i&  to  ])oint  put  the  bias  of  IT.Il.  50  in* favor  of  <idniv  ini'- 
poilant  nutionaj  goal  at  the  expense  of  anothW>  ^  V  ^  . 

Some  of.the.'comitciTrycHcal^  f^^^  programs  of  II.K^  50 

are  likely  to  introduce  t^iinjw.ta'nt  ueAv  elcrae;jt-s  q£.  inflationary  ^ifts 
into  our  exrono'niic  systeiii.  A  sigMfieani  prPblf^  pf  many  past  stabilir 
zation  programs  has  been  tiliiing'., Althpunr^^  calls  for  tlje' 

esfablishni.ent  of  ^^tjiiggevs  and  allocatioii j^priu^das,*  1  believe  it  stiil^ 
unlikely.that  we  wouldiavvoid  the  piffall  if  applying  ti^   aid  top  late  ' 
in  an  cconoruic'downturh  tad  con^nviin^.i^tpo  far  into  a  reco;wtery, 
when  the  etfedt'  on  pi-ice^  pressures  can  be  mP^it  proriouncetl.  Ex^ri- 

'  once  ,;has  shown  that  ,sucli  defects  in  timing,  have  been  particularly 
mnirked  .in  progi-auis  of  accclemted  publJcwor^^^e  of  the  biU's„ 
i-ecoimncnded.  options.  The  iiiflalionary  impljcatfons  of  some  of  tlie" 
otjiel- .sugs^ested  .programs— iiicludin^g  those' to  stabilize  State  and 
lo<'al  govehnnent  budg;ets  over  the  I*ydcjj4d  to  extend  ui^euiploy- 
inent  insunince—ulso  reriuire  caref ul'evahrSfirin.  "  • 

The  uiajor  inflationary  thriist.froin  the  cpimtercyclical  progi:ams, 
however,  would  eonie  froin  ^the' Hfwific  .iM'dKsidns  of  this  bill  'tltit 
make  tbe^Frdcral  CJov^mment  the  employer  of  last  revolt.  AV bile 
worthy  in  principle,  the  program  as  spcoifiexl  in  H.R.  i50  lias  a  critical 
flaw'  It  re(iuires  the  pitjj^ent  of  previjiling  wages,  defined  wdiere 
appricaWe  as  tjie  highest  of .  tlie  following;  the  Federal  minimniu 
wage,  the  StlU(^  or  local  minimum  wage,  the  rjrcviyling  w^age  in  State 
or  local  gpveriunent^.  or  tlie  prevailing  wiige'fri  construction  as  sjleci- 
fied  by  the  Davi.s-Ba^^on  Act.  -  / 

.'This  program^-and  tliese ^Avages-^^vould  hfivevprofpuijid  inflation- 
ary con.^e<|iiences-for  several  reasqns.  Fii'st,  the  progi-am  would  result 
in  ^bstanfial^cost-pu.^h  iM-essures.  Private  labor  itnarkets  ww^ld  be 
tightened,  and  this  would  cause  private- eirfplpycrs  to  bid  up  ^yage' 
rates  in  oi-d^^r  to  obtnin  and  retain  w^oilcers.  Also,. by  making  public 
jobs  available  at  att^^ctive  wages  as  a  matt^l-  of  right,  the  program 
wouh^encourage  worlcers  now  enipbyed  in  the  private  sector  tq  press* 
forj^ven  larger  wage,  gains,  or  to  ©.'iinsfM-  tp  gpvernnicntarjPhs.  As 
an.  cxumplc,  any  ronstniction  proj^c^  nmier  this  bill  wPnld  pay  the- 
'  going  linion  rate;  liTit  since  a  la\*ge* proportion  of •  bnyding  iii  the 
TTni.fed  States  is  n'onunioi^i,  this  Wige  would 'be  higher  t,han  luany 


190 


4 


conshiu-tioii  workors  now  ns-civc*  and  would  pi'ovido  mi  alternative 
preferable  to  Hieir  existing  jobs. 

Second,  the  einployer  ol"  last  resopl  pro^rrani,  iri^speeilied,  woulil 
very  likely  e()MV;^  to  «ri'nerato  si^rnitieant  demand-pull  ^'c»^^hujts  on 
prires.  (JiviMi  our  denionst i*ated  national  r(duetanci'  to  raiscTli\<*ti 
siillieiiMitly  to  i-over  im-reases  in  ( lovernnient  spendin^r/ the  fiiianeini; 
of  the  pro;:iani  wouhl  teni]  to  add  to  the  Federal  ih'rieit--^very  ^\ih- 
stantially  so,  at  some  points  in  time.  This  year,  for  example^  the 
Fi'ihM-al  (iovernnient  will  spend  elose  to  $;5  billion  to  support  sonu* 
'^i2(),0t)0  pnblie  servii'i*  euiploVnieiit  jobs  in  State  and  local  ;:Qvern- 
nu^nt.  'I'he  pro-ram  i^roiiosed'  by  H.K.  :>0  has  the  potential  of  bein;: 
many  times  lar<rt»r  than  this.  Its  attractive  wa^re  provisions  would 
d law  not  ordy  from-  the  unemployed  but  also  from  those  working; 
part-(im^:^  or  at  less  (hvirnbh*  jobs,  and  from  those  not  presently  in 
the  labor  t'on-e,  inebi'dinir  retireil  persons,  housewives  ami  students. 
The  up[)er  bomul  of  i)otential  i)artioii)ation  i-annot  be. estimated  with 
any  de;rree  of  aei'uraey.  l^ut  it  seems  (piit<^  possible  that  seviMal  uiil- 
libn  jobs  minrht  come  to  be  neodeil  to  iMuploy  all  of  those  seekin<V  these 
[Jositions  at  tho  roktively  attractive  rates  of  pav  that  \vould  be 
oth^riMl.  Such  a  prbmam  nnrrht  tluMvfore  involve  i?:iO  billion  or  more 
m  outlays  at  rnirrent  avi^ra^^i-  pay  scah^<.  T  mi^dit  note  also  that  we 
have  h>arne(l  from  the  exist ifi<r  publii-  service  employment  programs 
that  i-dst  otl'sets  in  ti^ius  i>f  redui-eil  transfer  payments  under  other 
procrrams  may  iu)t.  be  as  lar^re  as  is  often  thou;riit.  Only  about  one- 
fourth  of  the  publi(^  service  enrollees  in  IPTo  had  been  ivceivini:  un- 
employment insurance  or  publii-  assistance  prior  to  participation  in 
the  pro^n-am. 

Far  and  away  tlu>  most  siimificant  defi»ct  of  the  bill  as  far  as  inlla- 
tion  is  coni'erned>  however,  n»sults  from  tlie  limitations  it  plaoi»s  i^n 
the  exercise  of  monetary  tmd  fiscal  policv.  If  I  interpret  II.R. 
cm  ivctly,  sui^i  policies  are  to  I)e  directed  solely  to  the  achievement  of 
tlic  :\  percent  unemployment  ^roal  until  this  tarn^et  is  reachelfl.  Only 
wluMi  that  rat(>  i*^  bidow  o  pcrci^nt  can  uuicroeconomic  tools  l)e  directeil 
m  any  deirrei*.  to  tlu^  pn)l)h>ms  of  inflation  anil  ccononuc  instability. 
Insteail,  t hese  - fumlamental  teclmi<[ues  of  denuind  njana<jrement" 
useil  throu^rliont  the  world  in  <rovernmental  ctTorts  to  combat'^inflatioiT 
as  Widl  as  unemploynuMit~nre  to  be  supphmted  in  the  hill  by  a  series 
of  spi'cdic  proirram  initiativi^s.  The  list  of  these  substitute 'measures 
includes  Hu*  followiii;r;  a  comprehensive  information  system  to  nioni- 
tor  inflationaiy  tremls:  pro;Lrrams  to  encouranfc  irreater  suppl'ics  of 
irootls,  s(u-vi.i*es.  and  factors  of  proiluction;  export  licensing:  estab- 
.lishnuMil  of  sto'ckpile  reser\  i's  of  food  and  critical  materials?  encon'r- 
a^rement  to  labor  ami  manai^ement  to  raise  productivity  throiigh  vol- 
untary ai-tion:  and  proposals  to  increase  competition. 

W  hatevi'r;  the  individual  merits  of  these  programs— and  some  are 
worthy  of  rarefiil  considiM-ation— one  fact  is  abundantly  clear.  They 
do  not  constitute  aiuetfect i\if  policy  of  inflation  control.  We  believe 
that  it  woulrl  be  a  most  sei'ious  mistake  to  discard  the  use  of 'monetary 
and  fiscal  policy  without  finst  findin^^  some  eftectivi*  alternative  means 
of  constraining  inflation  on  an  enduring  basis. 

Moreover,  the  bilFs  adoption  of  a  trigger  point  with  regard  to  eco- 
nouMc  goals  simply  does  ;iot  provide  a  worka])le  basis  for  employinn- 
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nccinmihitoil  kuowlcMl^o  about  the  iK^liavior  of  the  economy.  It  would 
not  bo  prii(;ticiibU',  in  my  \  io\v,  to  focus  inucroccoiioiuic, policies  ex- 
clusivfly  toward  a  full  t»niployinoiit  ^oal  and  tluMi,  at  a.j^ivcn  i)oint>, 
al)niptly  sl\ift  attention  to  tlm  eontalifnioiU  of  inflation.  That  is  anal- 
o<;ous  to  api)roai-bin^^  stt)])-l i<^ht  at  to^)  speed,  and-  then  applying; 
tho  brakes  with  equal  vi<rcu*:  the  nionientuin  would  l)e  stire  to  carry 
ono  into  tho  intorsoetion,  or  the  decelerutioit  to  send  one  thr()n<j:b  the 
cai^s  winilshield,  or  more  j)rol)ahly  both*.  Theix>  nfeeds  to  be  the  lati- 
tude to  mthlulajt*  and  balance  policy  objectives  t^  changing  economic 
cinMunstances  if  we  are  to  have  any  hoi)e  of  achievinjj:  a  lastin*;:  eco- 
noivdc  pr()S])erity.  „  \ 

'I1\e  ehun<res  recfuii'etl  by  the  bill  would  considerably  lx\vpnd 
hai*rowin<T^  the  options  for  m(vlulutin<j^  macropolicy  objectives  iii  ac- 
cord  with  ])erceived  needs  of  the  economy,  'i'hey  wouhl  al.so  alter 
dr;in\at icallythe  features  of  the  exist ij\^  pi-0(*A*s.s  for  i-eview  and  ovei*- 
s^5^rt*=u4^lelnonelarv  policy  fiinction.  In  this  rcjjjfird,  I  ^^'ouhl  like  to 
direct  !uy^i!o!TTn«yi|.^jtj^  s])Oc.ifie  provisions.  Fii*st,  the  Presidont  is 
required  t(^  recouuu(m^^*?r*fia,^^  plan  for  monctai'V  policy  and  to 
submit  it  annuallv  to  the  C^mirTt»Si%,.;doii^  with  his  numerical  ^oals 
for  cmployn\ent,  prpiTiiction;  and  pun5Tni?)TH^if.O()Wer.  Second,  within 
[5  days  of  thv  President  V  rei)ort,  the  lH'(^eraT"lto5f^J:i:^Iioavd  ii#re^ 
(juired  to  sut^nit  its  intended  policies  foi*  the  comiuj^^^y^ai^j^o  the 
(^on^rress.  indicatii\^  thi'  extent  to  which  its  plans  sui>port  the  pedals 
of  U.K.  50  and  providin<r  justification  for  any  variation  from  the 
Pi'csidentV  recommeiidations.  .  , 

The  Federal  Reserve  Koai*d  stronj^ly  objects  to  these  proposed  ne-w 
prcK-ediire.s  on  two  ^^rounds :  (1 )  they  would  alter  the  traditional  reJa- 
tion.^hip  between  the  Con^i-ess^  the  j'edei'al  Keserve  an\l  the  exi^cutive 
branch  iu  a  way  that  could  well  i^ve  detrimental  to  the  econaHhic 
wellhein«j^  of  the.iuition,  and  ('2)  limjiroceclurf's  specified  would  seri- 
oiisly  .im pail'  the  ciirrent  o])eratioiinj^e?cibility  needed  in  the  formu- 
lation and  conduct  of  monetary  poli'^^^ 

The  Federal  Keserve  Act  was  carefully  drawn  to  specify  a  rela- 
tionship between  the  Con^n*ess  and  the  Federal  Keserve  System  that 
would  serve  to  insulate  the  m(metary  ;\uthority  f rom  short-run 
political  pressures.  This  feat\ire  of  the  act  stemmed  from  a  w^ell 
founded  Con(*(»rn  that  excessive  (lovermnent  .spending .could  be  aided 
and  abetted  if  the  executive  wi'ie  granted  the^authori'ty  to  control  a* 
nation's  money  supply.  It  is  a  fact  of  economic  history  that  govern-^ 
luents  everywhere  have  come  under  great  pressuiv  to  engage  in  mas- 
sive deficit  spending,  at  one  time  or  ajmther,  even  though  this  patently 
jeo]>ardized  the  longer- run  health  of  the  econon\y.  History  also  is 
replete  with  the  inflationary  consequences  that  have  followeil  when 
governments  have  given  in  to  s\ich  temptations,  and  have  then  sim- 
ply run  the  printing  presses  in  order  to  supply  the  iiibney  needed  to 
finance  t'heir  deficits.        •  v 

The  nee*d  to  turn  to  private  financial  inarketvS  in  order  to  finance 
deficit  public  spending  performs  an  in^)OI'tant  function.  The  process 
of  financing  shifts  purcOiasiiig  power  from  ]>rivate  savers'ti)  the 
governuKMit,  tiius  neut ralirjng  u\uch  of  the  potential  inflationary' 
effect  of  deficit  fhiaiuting,  while  the  necessity  of  finding  willing  in- 
vestors hn|H^ses  a  market  discipline  o!\  the  scale  of^ch deficits.  But 
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ovoii  in  (ho  United  i^i^^v/wlioir  thif^jlisc.iplinc  hu?i- Uui^olv  juvVaikMn 

'V\wvA\  i>;  nothing-  in  t hisS.ocm*!'  thnt  sn<^f,Tsfs  that  wo  (\an  rolont  iir  the 
•    l)atth>  to  avoid  (?\'('o?sivo  doiicit  flnaniMn<(:  But  instead.  IT.R.^nO  pro; 

jmsos  tp  \vo:Ucon  ono  kov  safOiruard  a^^niiiistyinjhitlonarv  pu.hlic  fina'nt^e' 
.    A\v  inti-0(hiriu»,r  t hc'oxofiitivo  ^)ranoli  oxiilicMtly- and *^Virhl.iclv  into  t-ho 
niMlviiv^  of  niou(»tary,  poliry.  And  wvro  th(>  Co*n<j:ivss^.to  nuuuhUo  thoso 
^     now  .proccMhirOs.  it  also  would  si»rniOoantly  dihito  its  prooinin^^it  voU^ 
in  tho  ovoi>:i<rht  ()lMluMnon('larv  m)liiT;proc(\^^     •  f        '  ' 
.  .Xfovoovor.  tho  i)iX)|)uso(l  prooocfi^lts  lor  t]uv,plannin<;^  and  ovahia- 
•  li()n  oj-  nionotary  poli^-y  aro.  ti)i:  o\)t^ivat  ionj^  .n^it'soiis,  inlVrior  to  Uio^o 
Miow  in  phico.  T'ndc^r  Hi)nso  (\)iiourtHuit  I^^s(Jutioit  j:^^^^^^ 
Kosorvo  Hoard  pivsontly  roports  (imirtorly  oi>;oc\onon^io  and  financial 
<l(n-oh)pnionts.  an'd  siicoiiio.^  ^its  rurivnt;  oxp(\ilaUontJor  a  vaj^iol^t'  of 
^numctarV  a  p'trr-oj^at  os  to  thi'^ippiopriat^^-'n^^^^^^  of  "Mho 

/(  o*>^ross.- T.ho  irivat  a<lvanta*ro  of  this 
ponnits  tiio J-\M]iM-al.  Kosor\v  tho  tloxillilif^Wiu't^'^.^'c^^  niono- 
tary poH(M,'  io  chantrini:'  oconoinio  cnndit iofis^  'ri)M^  pr4ii^.«^'iVH^s - 
p<>sH'in  II. H.  r^O  wotdd  sharply  curtail  siu»h  floxil^ky.  V"^ 
.      Thoro  ar(^  two  ma  jor  chann^tvc:  in  tho  oxistinfr  j')roce.ss  V(\i^i^r^.(J  hy' 
'  c^l^^4  '^'^^  *         policy  planuinn;  is  ino\\(*d  ' from  a  (puirtorl v ^)  VhaV 
\youId  oiVoctivoly  bo  a  1;^^  to  Ij-tuonth  roforonco  poriod.  aiid.v^G) 
t'lH^ro  ^yoIdd  appoar  to  ho  an  nnaltorul)l<^  (•<')nnnitmont  to  lon^^M-'-tonn 
i    plans  for  nionotary.  policy  in  .^uppoit  of.spocifiod  numorioal  n'ational 
y   oconomic  iroals.  ()n  fho  hfisis  of  oxporio^ice.  tho'Roa'ix.1  i?  convincod 
t|vit  those  chancres  wouhl  uiak(.\(hc  propo.^i^l  phinninor  ancV (^valuation 
.procpss  ioo  rio;id  to  ho  wor'kahlo.  Tn  tho  first:  j)I-aro,  tho  aliiHty  of 
o(Aonomists  (o  i'oroca.st.  o(*ononnf.f  ovonts-  for  a  yoar'or' !U(>ro  intc)  the 
f^i^'i^^f"  \\'ith  any  hi^rji  do^rn^p  of  ndiahility  siinjily  doos  not  oxi.^^t.  Two 
father' not ahio  rooont  ilhistrat ions  of  fwocastiiin: 'iniproci'sion  como - 
jjuirkly  to.  nniid  :  tho  oxtraoVdinarilv  hiorh  ratos  of  inflati(^^n  that  do- 
volopcd  in  107."  and  1.074.  that  virl ually  no  ono. /forosaw.  and  tin.* 
.  sovonty  of  tlic. r!>rl-7r>  .rorossion.  which  wa.s  also~(]uito  unoxpoctvd.  Tn  . 
oithor  caso.  ^t  would  liavo  boon  a  svriou^^  orror  to  adhoro  to  outdated 
plans  ha.^'d  upou  oconon}ic  forecast?^  that  provod.no  ho^vido  of  (ho 
,   injirk.  ^    . ;     ^      .  ■  . 

^         addition,  tiro  ourront  stfito'of  1  vnowlcdpc  abput  tho.  relationship 
hctWoon  niovoinonts  in  the  monetary  afrfr^'cgji^es  and  real  ocoiionnc' 
activity  is  not  nearly  so  jnvriso-  as  tiio  comments  of  some  oconouiisfs 
.  \Vonld  hayo  you  boHovo...Tn  recent  (}ua4*ter.^,  for  example,  thojV  ap- ' 
peur^  to  have  been  a  (ivruniatic  reduction  in  the  amount />f  money 
needed  to  finance  the  nKe  mO'NP.-  Under  tliese  circumstance.s,  holdr  • 
ui^  to  a  course  of  nlo^^t^s5|v  expansion  that  might  lin^v^e-heen  sng- 
irested  'hy  hif^torical  inoinc^^^jsli  relationships  could  liave  been  quite 
daniagin>r.  Specidativo  a<^ivlt;p?  wciidtl  liave  boon  eacourairoii.  thus 
.  sowing  tlfp  seO.ds  for  funire  eco^mmic  instability,  and  the  inonetary 
^^ase  miirht  woiriiavo  ijoen  hiid  forn  renewal  of  intense  iAflationaiT 
pressures.    .*   .  q  X 

'JVc'lini(;al  aifd  financial  innovations.  accomj)anio(l  r)v  'rognlatorv 
changes,  uiidonbtedly  have  accoimted  in  pai'f  for  the  siowergmwtii  * 
in  the  narrowly  defined  monev  stock..  For  examide,  the  s^)ivad  of. 
overdraft  'diecking  accfMUit  cTvTlit  pnvi.leges.  increased  Use  of  credit,  ' 


•""-ourds  to  facHitato  fransaotions.  aiu]  fhe  iirtroilnction  of  savings  ac- 
counts at  coiniuoiv.lal  Lank?;  ^or  l>i;suiess  firms  all  have  tended  to 
onoqnrairo  irroator  (u'onoini/iij^:  in  ^f/jip  use  of  frnrroncy  rtnd  checking 
acTOUiit  halancos.  Those  otlo(:ts^*^roiiVt  not  liavo  been  estiinatod  with 
any  'accuracy  in,atlvaTK*i:^.  ho\vevor,yknd  in  any  event,  I  do 'not  think 
tliat.  they  provide  a  courplete  explanation.  Tlie  frtct  is  tliat  there ^is  a 
'Pptj^jitjal  for  short-run  vohUilityMn  monettiiy  relationships  that  QAXi . 
'make  economic  forecasts  based  on  moiletany  inputs  very  treacherous 
-indc^^d.  •  . 

.  'These  }Uneertaftities  about  numetjiry  and  economic  rclations^ips — 
unceiiaintit'f^  that  are  pavtiqulaisly  marked  at  present— will  require 
vigilance  aihd  flexibility^  by  tlie  FederaPResen^e  in  the' months  ahead, 
and^erv't\  t«  point  out  tlie  hco^l  for  flexibility  as  a  characteristic  of* 
Hje  monetaiT  policy  process.  Ours  is  an  extraordinarily  complex  and 
(l\^anii^^  eccyomy :  its  linkages  and  responses  are  still  imperfectly 

^  undei^stQod  and  probably  always  wilM)e>  Thus,  in  order  to^  accom- 
plisli  ^the  objectives  of  economic  stabilization,  the .  formulation  and 
coa(lj.iet  of  mont^^ary  policy  need,  to  retain  their  flexibility  to  adapt  to 

.  uufoiV.se(*n  deV^wpnieiits  in -our  (^conomic  and  financial  system.  For 

•  thcvse  reason^ve  I)elieve  tbe  provisions  of  H.R.  50  with  respect  to 
the  monetar|v  policy  planning  process  would  serve  to. reduce  th(^;on- 
,trii)ution  Mu  Federal  Reserve  can  make  in  helping  to  achieve  our 
natioiull  economic  jroals. 

Let  me  turn  now  to  wl.iat  this  bill  has  to  offer  by  way  of  improving 
the  tradeolT  J)etwecn  iA\employu_icnt  and  inflation. 

have /all  piiinfully  leaiTied  that  the  unemployment-inflatipn 
tmde-pff — wfriich  is  generally 'thought  to  be  shaped  by  our  endow- 
ment of  InnnVn  and  material*  resources,  our  economic  institutions  and 
processes,  antrsyiir  .social  pritcticcs  and  aspirations— has  grown  dis- 
tinctly more  unrvn'orable  in  recent  years.  A  gimple  but  uapful  ilhis- 
tration  of  this  detVioration  is  the  so-called  (fccomfort -inciex,  which 
add^  together  the  unemployment/ rate  and  the  fate  of  increase  in  con- 
sunicr  prices.  Last  [year,  that  index  was  15.6,  wTiile  a  decade  ago  it 
was  0.4  and  two  clfOfi(;les  ago  4.8. 

"High  imemploynieut  side  by  side  with  high  rates  of  inflation  pre- 
sents the  niost  diflicidt  problem  facing  economic  policymakers,  not 

•  only  in  the  United  States  but  throughout  th^  world.  The  sources  of 
tliis  ]uobleni  are  far  from  fully  undci-stoocl,  but  an  important  part 

j^appears  to  be  structural  in  nature  and.  thei*efove,  relatively  immune 
'.to  monetary  and  fiscal  policy.  A  look  at  the  composition  of  the  un- 
employment figures  illustrates  some  of  the  structijral  impediments  in 
labor  market^s.  Grou|>s  experiencing  the  greatest  barriers— discrimi- 
'  nation,  marginal  skills,  location  in  depressed  ' areas-^have  jobless 
rates  well  above  the  national  average,  even  when  the  economy  is  not 
in  a  recession*  For  example,-  in  107^^.  when  the  national  average  un- 
eniployiiient  i^te  was  4.9  percent,  bfack  joblessness  was  8,9  percent, 
while  14.5  percent  of  all  teenagers  in/he  labor  force  were  unemployed. 

1'he  bill  properly  i-ecognizes  the  imjjf^^rtance  of  stnicUiral -problems 
and  suggests  a  variety  of  programs  to  alleviate  them.  Tnere  are  many 
such  programs  that  might  prove  beneficiafl,  but  I  believe  that  two 
broad  areas  desei'vo  .special  em])lias!s.  First  are  prngrams  that  woulcl 
help  increase  competition  in  product  and  factor  market.s.  T|iere  is 


nood  to  nMis.so^*.s  tiro  'Oti'ou'l  ivtMU'/;s  of  our  iuUntl-iT<>t  lo<^isl:i(  i()U-  -^vith 
ri'j^fird  to  both  V^usiiVrss  iuuMiil>niv  prficticos-r-Jiti(l  t.ho  }inti-(',()in[)etitiyc 
cttocts  of  FoxloraL'ro*i:iil:i(.i()n  ofijill  kiiu.ls.  \\\\  iuv(H.hqlso  to  roexamiiic 
tho  ('o*sts  iiSid  honoHts  ut*  sm-h  hMlonillv  iuamhi?toil  pro^mms  jis  tho 
Davis-J^iiron'  Act.  tlu*  miirununwwy^rc  for  t('on:v<i:ors  and  t^xtviulc^V  uu-' 
otnployinent  insiirjUice.  Second  i»rc  |)n)<>i:ini.s  Hint  woidd  serve  to  iti- 
cmiso  over  time,  the  enipli^vahirny.of  tlic  jobless.  We  lUM-d  In^t'ter  ^uiil 
\uo\\.  in^ipinativc  trMiiuh^r  proirraius  and  an  iMiprovcrJ  labor  iiiarket 
infaniiation  sy.steiu*  that  ,  would  ^uialch  job'M  acancic.s,  witlj  available 
pt^bple.  perhaps  On  a  natioiial  basis.  '  ^  V   '  • 

("^tncr  pro<;ranis  arc  ^vortlly  of  considcrat We  sh'oiihl  .seek  out 
wa'xs  to  encourage  more  iuvestnient  in  pro(bictlyr  plarU  mitl  C([uip- 
nient.  Mi-rou^rh  .stronirer  in<*(Mitives  and  ])erliaps  son\e  icvisions  in  the^ 
tax  law.s.  AVo  should  .'^tiv.^s  pro^rranis  to  iiuprovo:elHciencY  ui  lM)th  the 
prix^y.tp:^!!!!  public'  sectoi-s.  In  this  rc^rard.  the  ]^);ird  would  endorse 
the  pnnci^)lc  (if  zero  ba.sc  budufctin;r.  wirn-h  appears  io  bo  conteru- • 
[)hitod  by  tli,e  fcaturc-of  Jl.I^.r.O  HMjuirin*,^  an  annual  review  o^f  on*e- 
fifth-^by  dollar  value — of  all  Vedtual  Governnioiit  pro^xraujs. 

A  •jiow  eniplia.sis  on  structural  pro^^rauis  such  jis  these.  t(>*i:cther 
with  prudent  nionetarv  and  fiscal  policies,  will  provide  our  be.st  hope 
for  :ichievin*r  the.  sroids  of  ihe  EnipJoynient  A'ct  of  IDK).  But  the 
Ho^rd  I)olr(Vcs  that  ILK.  .M).  while  rc:issej-tin^^  the.se  ^oals.  would/wi 
the^end  be  counterproductive  in  tho'etVoi:!  Io  achieve  tlieni.  The  Will 
would  relea.se  a  powerful  combination'  of  ,denuind-pu]l  ancf  iost -push 
l)ressures  on  prices.  As  lius  been  denmnsl  rated  by,  the  experioTun*  of 
many  othei-  countries — and.  to  a  dojiinM*.  by  our  recejit  exporieiice  here 
at  lioine^rapid  inflation  can  breed  e'cononfic  instability  and  ultimate- 
ly ret  an  1-^not  promote-— the  ^rrowfh  of  pi-oduciive  jobs.  Tf  wc  an* 
truly,  to  commit. ourselves  to  the  broad  ^roals  of  the  10r»0  ^ict.  we-nced 
profjrain.s  and  policies  tluH  achieve  a  irrcater  bnlanoe  amon;r  our 
eeononiic. objectives  than  is  re(*()*i:nixed  in  ir.R.  r>0. 
"  Tbank  you.  ATr.  Chaii'uian.  , 

^fr.  I)  ANiF.Ls.,  riiank  you.  Mr.  Partee. 

l^fr.  Pai-tee.  in  your  criti(u?ni  of  H.K.  .")<).  you  set  forth,  in  th(M)C' 
pir^fiiino;  of  y«ur  statenuuit  that  one  ol*  the  irreat  weaknesses  is  |i/af'it 
deak  with  the  cpiestion  of  uneniployme^t.  to  reduce  it  to  the  .level 
'1  pi^n-cent  in  a  short  period  of  ^inie.  but  it  .does  nothing:  with  inlln-  ' 
tiqn.  What  would  you  reconunend  to  correct  that  deficiency^ 
'    Mr.^  PAinJiJi:.  There  are  two  r(iconuii\Midations  thnt  T  -would  niakc^, " 
rhevfii>;t  is  .that  wc  avoid  nuluerical  (dassification.  and  luC  problem 
i.s;  in  the  specified  track  record  that  is  set  -foi*tli  arbitrarijy  in  (be  hill 
in>ternis  of  time  and  in  ternis  of  the  JeveJ  of  uncmplovment  to  be 
reatihed.  *         .        .  -  * 

MrrDANiKLs.  Don't  you  deenx  an  unemployment  rate  of  7.5  percent 
which  prevails  at  the  present  tiuie  .and  whi(*h  has  been  consitlefablv 
higher  in  the  *la.st  2  years  an  unconscionable  rate  of  uneuiplovment 
thj<,f;.nuist  he  dealt  with?  .        ■  '  * 

/  yiv.  Paktkk.  It  is  a^'ery  hi^rk  rate  of  un(Mn])loyment'.  but  the  ra-*e 
was  olAsc  to  f)  peiij|(E|k  year  a<ro.  1'luise  very  hiofh  unen'iployment 
levels  are  a  procJi^^r^e  recession.  \\*hat  .W('  need  to  be  eonecrncd 
with  is  full  ^'^tM>^JBH|p^  tuue — an  averairi'  c.mployment  experi- 

enc<».,tbaf  is  l^noifB|«vcr  t iuH'.  If  one  is  too  deiuandinir  in  terms  of 
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niakin<;  [)r()*:r(»ss  iu  n»acliii^'  a  particular  uuiuIxm!?  we  nuiy  infrodueo 
(hci  I'coiiDiiiii*  instability  that,  briu<;  a  hi^luM'  in^rMuployiueut  rate, 
.rather  thsm  a  h)\vor  onv.  ThatrHias  \)vv\\  the  (».xperi(Mu»e  of  a  ^reat 
many  countries  that  trioil  to  eiiijja<jjc  in  full  en)ploynuMit  practices, 
such  as  (Ireat  Britain.  -  •  rv ' 

The -second  recommendation  I  would  nu\ke,  tA^et  away  fro^xi  spe- 
ciiic  num])ei*s,  wouhl  he  to  introduce  p/i'ice  stal)llity  and  economic 
balance  also  as  ol)jcctives  of  the  functionin<;  of  the  economic  tools 
that  the  economy  has  to  oiler.  That  isn't  done  .specifically  in  tiie  Em- 
ployment Act  of  l!)4(k.  althoujirh  the  term  *^maxinmin  purclm.sinfr 
power*'  has  i)een  so  construed  in  a  broad  sense 'by  the  I'\Hlei-al  (h^part- 
mcnts  and  agencies.  V  • 

N  Mr.  I)anii:i.s.  AVhal  in  your  jnil<;nu'nt  is  a  fair  and  leaj^onable  rate 
of  unemploymeul^in  :i  full  employment  nuirket?  1 

Mr.  PAr.TKE.  "W'elK  the  diilicnlty  with,  that  (question  is  that  it  de- 
peuils  on  the  circumstances.  I  thiiik  that  we  on<2:ht  to  work  to  «;et  the 
i()b  opportunities  in  the  count ry  as  hi<^h.  as  posj^ible,  but  1  think  we 
have  to  ilo  it  in  an  ordcrl,\,  balanced  manner.  If  we  push  really  hard, 
we  are  l^oinir  to  b.>se'it.  If  tve  shoot  toadoM',  we  are  not  ^^oin^  to  have 
a<le(iuate  improvement.  If  we  could  develop  a  ^ood  economic  recov-  ' 
<;ry.  ami  1  believe  we  are  in  the  process  now— it  seems  to  me  that  o\'er 
time  one  conhl  ex[)ect  the  adult  nnehiployment  rate  to  continue  to 
worl^  downward  to  rpen:cnt  or  therenbonts  on  the  basis  of  uuicro- 
'jjolicy.  ■  .  «  . 

Tti  a(l(lit iou/i r  we.couKl  be succe.^^sful  in  some  of  tluv.str\ietural  pro- 
;rrauis  that  aiv  [)roposed — the  |)roi(rams  to  increase  competition,  to 
reducf^  iuii>(Mljm(»nts  to  the  mo\*euients  of  resources — perhaps  that 
would  help  i)eoph*t()  hud  jobs  and  to  be  trained  for  the  jobs  that  they 
would  tiud.  \A*e  ini<i:ht  then  be  able  to  <jfo  below  4- percent.  But  "'it 
woidd-be  conditional  u}K)n  success  in  those  structural  programs. 
.  J*lui\  e  been  in  Washington  (|uite  awhile  as  a  statf  inan  and  I  have 
seen  eil'orts  to  work  on  structural  unemployment  in  the  early  sixtie.s, 
Tb-ose  i)rograms  wi^re  very  well  intended  and  some  of  them  were 
imagiiuUiveJ)ut  it  is  a  very  slow  process,  t'^o  it  is  only  an  I  would  see 
pr.ogres,s  in  reducing  tiiese  frictional  sources  of  unemployment  that  I 
wotrld  f(»el  com  foi  table  wit h  trying  to  push  to  a  lower  unemploynient 
late.  That  is  why  I  don't  want  to  give  you  a  paiticular  nund^ei*.  It 
ju>t  d(;i)endson  how  well  we  do  it  as  we  lead  up  to  it.  , 

Mr.  O.wiKLs.  If  we  are  g()ing  t.p  do  a  good  job,  don't  yon  think  \ve 
ba\('  to  deal  with  inuni)ers^  AW'  ba\'e  to  i*eacli  some  I'easonable  figjii'p 
and  \\{\  camiot only  di'al  witii  the  economy  of  unemployment*  4)nt 
also  tluv  (|ues^ion  of  inflation.  liut  if  we  don't  have*^  a  goal,  bow  are 
you  going  U)  i)ropcrly  obtain  a  successful  pr()gi*am  ^ 

.Mr.  Paktkk..  I  ihink  the  better  \vay  to  do  it  is  to  ask  for  an  ac- 
count ing  on  an  ;mmKd  basis  to  see.  how  we  are  doing  and  to  see  how 
miH-h,<'an  be  done  without  specifying  as  a  matter  of  law  a  partic- 
ular longiu*  term  g^oal.  I  think  an  aceonnting  of  stewardship  is  a 
sat  is fa« "Lory  way  ,t<)  go  al»oiit  i|<^to  api)ear  before  committees  such 
MS  yours  and  repoi  ton.what  has  beeii  happcming. 

ATi*.  I>AN'iKi.s\  While  you  ()i)ject  to  the  (juestion  of  numbei-s,  is  it 
not  l-ru<'  tlKit'Ja])o!v  departiiK^nts  are  dealing  with  the  (|uestion'.o*f 
numl*ers  unemj)loyed  ?  ■      ^  '  .  ' 


Mv.  R\i!TKK.  lliat 'is  a  statistical  ynut^f  iiioa.siinii.r  wliai.  tlip 
Nnonipl()yineut,  nitpsaiv.  I^  i'sadillVrc(itt.l)ing\  ".       ,     ' ■. 

Mr.  DaxieLs.  It  would  appear  toYnc  tlmt)  thoSp  ii.riirgs^  an-'iRi- 

^''^''-^iffiiitit-'inc-i^  lUKl  tlicy  >i;ould  iiavo  some  rllevanco 
Air.  i.  AiJiY-  I  Iiopo  I  am  hot  bein<r  nStd/iderstood.  I  Avoiild  not 
arguo  that  one  slio.ild  avoid  numl)ciw4«-(t^is  of  reporting  wliat  ,is 
r  happening  and  wliat  is  possible.  Wliat/ 1  am  Jiying  is  tiiat  tile  target 
objective  that  can  be  reached  is  a  condition  /f  the  wav  the  economy 
IS  operating  and  the  success  that  is  b6ing  exj/crioncftd  witii  pro.'ram.s 
devclopin^j.  programs  pf  the  kind  wq  have  naentionod,  and  tlun-efore 
1  vvotikl  rather  iiave  the  reporting  on  an  annual  review  basis.'.witliout 
setting  forth  in  law  a  siiecific  objective  tiiat  kis  to.be' readied  in  .a 
very  niecbanical  arltitrary  way.  .  •     ■        '  1 

Afr.  U.\NiKi,s.  AVhat  i^ro visions  ^f  H.R.  50  do  von  lik(>  ^  '  • 
Mi-^  Partke.  A  consiilcnibly  lar-er  effort  in 'the  structural  area  of 
deiihrtg  with  jobs  and  dealing  ^vitlv  people  and  dealing  with  the 
interfunctions  of  iiiarkots  is  quite  desirable.  We  are  inclined  to  favor 
the  Idea  of  Teviewing  quite  thoroughly  a  fifth  of  the  federal  biul-et 
every  year  ;o  see,  if  there  are  ineiliciencies.  I  lik'e  the  proposals  for 
voluntaif  oflorts  to  try  to  iiuprave: productivity;  rthd  iierhaiJs  have 
.  local  pipductivity.  councils  to  inakfr  an  iniproVement  in  tlic  iier- 
forinaru;e  of  the  United  St;^^s  eeonoiuy  a  national  .cause.  T  think  hat 
thrustoftM  bill  is  extremely  desirable.      -    '  ■ 

Mr.  DA.VIEI.S.  Would,  you  see  any  hope  in  the  cnacOhgnt  rtl"  TT.K. 
-.0  by  modifying  those  pha.ses  of  it  which  vou  find  disagreeahle« 
n,r!  '■  r\V''^-';-  -V'\Cl''7>'''''''i"'  T  don't  have  enougli  detailed  krmwl- 
cdgc  uf  (]„.  bi  1  to  bof.able  to  ,cay  whether  it  is  better  tluvt  the  bill  be 
inodihed  or  whttiier  it  ^ouhl  be  better -to  start  off.  with  a  fresh  set 
ot  proposed  amendments  to  tiie  Eniplovment .  Act  of  1940  I-iuiist 
siiy  1  read  again  that  P.mployment  Act  of-  194G  a  couple  of  davs  a-o 
fiiid  It  seemed  tojne  very  wordy  and  hard  to  get  through;  it  ce"r- 
lamly  could  be  simpliiied  and  iiukIc  more' undei-standable  There  is 
a  . so  no  ment^ion  of  price  stability  as  a  national  goal^no  .si^ecific 
at  cntion  m  the  Employment  Act  of  1046-and  there  is  uq  reco-r- 
nition  ofjhc^cfesirabihty  of  having , structural  programs  or  mandat- 
u.g  .stniotiiial  programs  m  the  1!)4G  act.  These  would  be  desirable, 
additions,  ho.  whetiicr  one  does  it  by  in  effect  going  back  to  the  Em- 
ployment Act,  of  1046  and  making -more  modest  changes  in  that  or 
l^j-^  revising. tiie  i.resent  quite  extensive  bill.  I  ani  not  prepared  to 

,  Mr.  DANnujs.  Do  youjjelieve  tiiat  an-  uneinijTovnienf- ("rate  of  ,'5 
percent  IS  achi.ovable  III  t  he  short  period  of  4  years?  ■ 
!\nK^'unVA'T  ^  '^""^  ^'J'y^y  "'"bitious  goal'.  I  am  fearful  that 
oily  un dfrr  the  very,  best  of  circumsjancos  Lean  imagine  could  it  be 
a(-liioved..If  the  economy  develoi^s  in  a  balanced  way  ovee  the  recay- 
eiy  and  if  m-c  don  t' have  any  more  major  shocks  to.  the  economy- 
such  a.s  the  Aral)  oil  embargo  of  a  couple  of  years  ago  and  the  s^ib- 
.seciue^it  qliadfuplmg  of  oil  prices-and  if  We  begin  to  work-on'thc' 
.structural  pi-ograin.s  and  make  real  progress  in  iniproyinc  the  strue- 

In  X-t^M^  f  T'M'"!^  -^^ Tr  ^"  '^  ^-^'-^r-  I  fearfuPalso  that 
an  offoit  to  do  this  that  is  blind  to  other  developments  that  mi^ht 
ho  oecnrnng  could  bring  imbalances  ami  real  difTieultics,  so  thatl.y 
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4  years  froiu^  now  wo.  nii<;lit  have  induced  another  deep  recession 
ratlicr  than  on  joy  in*;  3  percent  uneniploynient, 

Air,  D.vxiF.Ls.  Air.  Sarasin.  .  , 

Mr,  Sailvsin,  Tliank  yonv  Mx\  Chairman. 

I  "want  to  tliank  yon  for  your  very  eonipreliensive  stateiliefit  tliis 
niornin<,^  and  tlie  niannor  in  wliicli  yon  Imve  criticized  IT.ll,  50,  I 
^tliink  it  is  open  to  critici^n^i: 

Tlio  cohnnent  yon.  made  re^ardinj^:  prevailing]:  .wa<];es  I  tliink  is 
extremely  important,  f  wonder  if  yon  coyld  expand  on  it  with  re- 
^pect'to  the  pr^vailin*]:  wa^es  and  Davis-liacon  wa<;e.s  hoing  paid. 

Afv,  I\\RTKi-:.  Mr.  Con^n-essman,  it  is  a  very  nnderstandahle  thing 
for  people  to  say,  "if  I  am  going  to  haVe  to  work,  I  onght  to  get 
regular  wages  even  if  wliat  1  am  going  to  work  for  is  a  special  gov- 
ernment program.-' (But  tlie  ditlicnUy  with  that  in  economic  terms 
is  that  as  soon  as  yon  pay  the  wages  in  tliese  special  programs  that 
would  :he  paid  anywhere  else  in  the  econoihy,  inchiding  the  State 
and  loit'al  government  unifs  ^or  the  Federal  Government  payrolls, 
you  effectively  reduce  the  desire  of  peoplt^  tp  get  out  of  that  program 
and  hack  to  other  johs.  So4he  tendency  will  he  to  tighten  the  private 
lahor  markets  substantially  and  to  create  a  ])ermanent— not  a  tem- 
porary— program  for  governnient  as  the  employer  of  last  resort. 
That  can  l)e  very -costly.  .         *    .  •  > 

In  addition,  tliero  ar^,  otlier  problems.  For  example,  there  are 
regional  variations  in  ratp.s  of  pay  that  are  quite  important.  We 
looked  at  the  average  rates  of  pay  for  State  and  local  employees  in 
New  York  State  and  conipared  them  with  nxtes  of  pay  for  State 
and  local  employees  in  West  Virginia,  and  found  that  the  level  in 
New  York  State  is  almost  double  that  in  West  Virginia.  Tf  you  are 
going  to  pay  State,  and  local  wages  in  this  temporary  program  in 
New  York,  what  is  to  j)revent  the  regidnr  people,  in  the  regular  jobs 
in  low-paying  States  froiu  going  into  the  higli  wa<jc  structure  of 
Xew  York  State?  ^  >  ' 

This  statement  is  true  also  of  construction.  The  Davis-Bacon .  Act, 
as  T'understand  it»  requires  that  union^ wages  be  paid  on  any  Govern- 
ment construction  project,  NornuillyMhe  prevailing  wages  in  the 
Davis-Bacon  Act  are  tJie  union  .wages  in  the  ncf^rest  city  where  thero 
is  a  trades  union. *So  you  can  go  out  in  the  countryside  and  find  that 
such  a  job  will  pay  the  Washin^jton  or  Baltimore  union  wage  scale. 
But  the  fact  is  that  aigreat  deal  of  the  construction  -work  in  the 
United  States  is  nonunion.  Almost  all  single-family  housing  is  built 
by  nonunion  workei-s.  The  nonunion  wages  are  significarttly  less  than 
the  downtown  union  wages  scale  for  the  big  ])uilding  work"  that  <!ifoes 
on  in  the  city,     -  ' 

So  it  appears  to  nie  that  a  construction  worker  who  ordinarily, 
would  be  building  single-family  houses  out  in  the  suburbs  might  well 
prefer  to  hjive  an  employer  of  last  resort  job  that  pitys  the  Davis- 
Bacon  scale — substantially  niore  tlian  he  can  ordinarily  make.  And 
the  diversion. of  tliOse  workers  from  the  subui*])s  will  drive  up  wage 
rates  there,  increase  the  cost  of  housing  still  further  and  perhaps 
create  actual  sliortages  of  labor  in  the  bjiilding  of  single-family  houses, 
which' is  what  the  public  really  v^  ants  rather  than  the  public  biiildings 
tljat  would  be  built  under  the  Federal  works  project  proposal. 
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1  here  .arc  lots  of  (lillicultlcs  hero,  ami  I  think  a  lot  of  tl.om  are." 
u'I'l  J''  '"''1'"';'       Pr^vailin^r  wa^jos.  If  it  were  ^  modest 

n-i^'^  It  UiOpci-son  had  a  (■oii.sidciahlc.iiKHMitivp  fbi-  inovin<'  hack  to 

^^!^      'i'n""''-^'  oppoitiinity,'  why,  tlic  h.fluti,,,,- 

iu,\  ofh'ct.s  ot  these,  pio^rnuns  would  ho  fai-lpss  rfl-vp,i-p  ■ 

I'QSt  tl.at  it.soniPtliinn;  like  this  ivpiv  to  bp  adoptpd,  .the  wa-cs  Avcfd 
.  1.P  son.o  hm-  loss  than  WO  pprccnt  of  tho  piwailins  wa-P 
vo^in,"  i''ra---  '^^'"'^  "^K'jt  l>c-hH,,fnl.  I  still  ImVp  tbp'liflicnlt.v  with 
Jo-ional  ,diflpn-n,Ts  and  tl,.-  tradp  (Hff(M-on.H's  that  I  think  \voidd 
(ausp  n.ovpnipnt.s  both  fTPOfrraphipally  .  and   f;,-ain  one  activity  to' 
.ano  hp,-,  l^ut^.t  nu.d,(  be  hplpfnl  to  havP  a  di.^rount  from  the  me 
\a.ln,^r  wac:o  Ami  ,t  nu<rht  bp  helpful  to'^rpco^jnizc  that  what  we. 
ai.    alk.njr  al,ogt  i^ithP  Govp.pn.pnt.as  an  pniplovpr  of  last  msort, 
n«t  an  oquhl  Pn^plovVr  but  one  that  providps  a  placP  that  a  pprson 
nin       to  {rot  work  ,f  h,  oan't.fmd  it  pIspwIipiV,  and  that  pays- a 
SSy.  ■  '  '-^i'"  -tl'it  pa'rticular 

Mr.  S.utHsi,v.  Yon  niphtioiipd  tin;  British  px^pripnop,  would  von 
■  "»        '''^-^"n  wp  jni-hf  Iparn  from  tlipir  cxppripnrp  • 

ir,  M  V    "'"'i'''';       ""^-"^  "'^  you  arp  awarp,  thp  avpra^p  inflation  rate 
s,^l'li"!l   ;  "'n'"?'  '"-^'f-'-^''""^'  2^-  Porrent.  That  inflation 

'  ^'1''  '"'-'^  "''f^'**"  iBfrpasPs  won.bv  tho.nnion• 

M'■  !'s  csspntuilly-tor  the  workin-  iuan  in  Britain.  But-tSu-,  effccf 
ot.ic  hi-rh  inflatjou  rate  was  to  makp  ppoplp  much  more  feerva-' 

tlipmsch-,.s^\n  thp  ft.turp.  and  m  tprms  of  buvin-  -ood.s.  The  savin- 
tn  -v  !',""■  i"  Invpstnuu\t  dpclincd;  and  irvvPn'^ 

toiv  nnpstmont  fp|l  ofK  TI.p  rpsult  of  thosp  dpvplopmpnts,  and  tl.pir 
cllpc  on  .ppoplp  s  attitudPs,  was  to  cause  a  (tepp  rpcpssion  in  the 
country;  m.Brifam,  over  a  million  ppoplc  curre'ntlv  ar?'  unemploveM. 
Ifrfi""  iiiiPinploympnt  rate,  wi.prcas  thp  typical 

a  p  thp  Br.trsh  can  look  bdclc  to  is  IV,  to  2  pprccnt.  This  is  alLn- 
IV  in  ^luch  near  y  00  pcrc^Pnt  of  thp  total  flow  of  incSn.p,  aftpr-tax 

nrnlovn'nn?  ^^"^•^"''^"'^"^      the  Pffort  to  provide  f,dl 

Cli  p  ounent  and  fund  tliPir  many  social  .profrrams.  But  the  end  rpi 

n  li       vJ-  ""P'".V'""^t  conditiotis,  rathoi'  than  -ood  employ- 

uicnt  comhtions,  »  . 

That  is  only  one  of  a  nmiiber  of  examples' I' can  rive.  For  instance  " 

cnm,M/'  T'''  ''T'^n  ''^P"'"^''^  ^'^^^  in  the  Soi.tl,.  American 

(omitiv  where  the  Government  j-ecentlv  changed,  the  rate  of.  in- 
flation had  been  well  over  500  percent  per  year..  This  is  what  happens 
press        '^'"'^''^'^  ninnin-  tli*.  Government  printing 

fn^i!';  r?''''-t-  ^^-''^  .vo-r-Pardon'me.  sir?  Tlie  full  Education -itnd  " 
.aboi  ronimittee  is  moetiViy  at  the  present  time  and  thev  nppd  mem-" 
•l.er.s  there  to  constitute  a  quorum.  So  if- von  will  excu.se  us  f or  a  few 
iiunutos.  / 

Mr  MEEns.  Mr.  Ch^airman,  I  am  frying 'to  at  another  meeting. 
^  oiikU  ;|tist  ask  one  or  two  questions? 

I  am  very  sorry  I  wasn't  here  to  hear  vour  formal  pre.sentatioft, 
and  I  am  .sorry  I  haverf't  Ix'en  able  to  read"  all  6f -your  prepared 


.      •      '  ISO  ' 

•  -^'.^^ 

.  statenioiyf;.  .Bnf  loolcmn:  oil  pa^rc  3  at  your  prepared  statciiiout,  about 
tlio.  iniddlo  of  tlio ;pan:o,  I  find  tlie  statement :  / 

Thus,  our  iM)st\Yar  cxperionco  sn^^ests  that  achievement  of  3  pereeift  unem- 
ph>>inent  t.vphally  is  acconipi^nied  by  substantial  Inflation  and  followed  by 
economic  declnie.  rather  t!mn  by  sustained  full  employment. 

I  know  WQ  <lon't  liavo  time  iiere  to  f^olinto  this  in  depth,  but  it 
strdccs  me  as  a  bit  of  an  ovei-siniplificati^on.  It  .says  to  me  there  are 
a  number,  of  otlier  factoi-s  wliich  are  involved  in  inflation  in  addi- 
■  li;)2:b  einployinent.  The  next  witness  I  tliink  is  Alice  Rivlin, 

who  I  think  will  be  testifying,  and  she  lias  presented  her  testimoiiv 
With,  a  chart.  ,  .  ^ 

Woiihl  yovj  make  that  available  to  the  Governor,  please? 

On  pa^re  12,  she  has  a  chai1  whiclr  (^larts  the  coin*se  since  1950  of 
unemployment  and  inflation,  and  while  I  think  until  about  1964 
there  appeared  to  be^a  relatively  direct  relationship  between  inflation 
'?n/-  "rri^^^*^^^-^^"^^"^'  pattern  has  been  .much  more  Erratic  since 
lOOl-.  rhere  are  a  nuuiber  of  fj^ctoi-s  with  regard  to  both  unemploy- 
ment and  inflation  other  than  the  relationship  that  one  beai-s  to  the 
other,  such  as  the  hinrh  cost  of  oil. 

^^r.  Partek.  Yes. 

I  wouldn't  disagree  with  you  one  bit,  -Nfr.  Congressman.  You  can 
see  that  there  was  a  peak  back  in  19.^  and  1951  which  was  due  to  the 
Korean  War- and  the  expectation  of  scarcities.  The  second  peak  in 
Wcl  and  1974  was  (bio  4n  part  to  the  oil  embargo.  But  I  would  read 
•this  chart  as  indicating  vQxht  there  is  an  exaggerated  contrary  re-  i 
lationship  between  inflation' and  unemployment  that  has  developed 
with  tlie  passage  of  tiiue.  ^-hat  is,  tliAt  the  unemployment  price  in- 
tlat ion  t  rade-off"  has  to^uled  to  woi^en. 

Youj^ee,  for  exampkv  when  the  unemployment  rate  rose  in  1971 
and  19i2,  the  inflation  rate  dropped,  but  it  didn't  drop  to  a  terribly 
low  level.  And  wKtin  the  unemployment  rat<^  dropped  in  1973  and 
19i4,  although  there  were  several  fi^ctors  tending  to  exaggerate  the 
rise- in  prices,  it  was  still  very  much  Jarger  than 'we  would  have  ex- 
pected before. 

Mr.  Mkeds.  The  chart  also  points  out  that  the  postwar  experience 
suggests  that  a  level  of  percent  unemployment  rate  typically  is 
accompanied  by  substantial  inflation. 

Let  me  direct  your  attention  to  the  period  of  196-7  when  just  the 
rovei-se  of  what  you  say  occurrpd.  Tliat  is  to  say,  there  was  a  sub- 
stantial drop  in  inflation  and  the  unemployment  rate  remaiiled  rela- 
tively level.  Is  that  not  correct?  - 

Mr.  P..\RTEE.  I  was  directin<?  myself  to  the  precise  question  of  a 
S  percent  aclnlt  unemployment  rate.  You  will  notice  that  in  1966  and 
1967,  the  unemployment  rate  is/  appreciably  above  3  percent.  It  is 
^^loser  to  4  percent. 

Mr.  Meeds.  In  the  postwar  history  of  this  country,  it  would  be  ; 
difTicult  to  find,  with  the  exception  of  1952  and  1954,  an  example 
which  would  fit  

Mr.  Pahtee.  There  is  the  period  1952  awd  1953  when  the  rate  was 
a  trifle  below  3  percent,  ahd  there  is  the  period  1968  ami  1969  when 
It  was  a  trifle  above  3  percent,  and  both  of  those  were  periods  of  very 
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high  levels  x)f  oconpmic  activity— partly  war-induced— tlmt , were  fol- 
lowed by  deflation.  It  is  a  faOt  of  the  postwar  oxperieiico.  * 

Mr.  AfKKDs.  I  thou^rht  you  wrre  goijinr  to  agree  with  ine,  but*  you 
are  not.  It  isn't  the  factor 'all  the  time.  There  are  sonie^other  factbi^ 
which  come  in, 

Mr  Partee.  a  ;5  percent  unemployment  level  always  is  a  factor  in 
the  inflation  rater  My  comment  here  was  directed  toward  the  3  per- 
cent unemployment  j-ate. 

Mr.  AfEEDs.  AVe  hadn't  reached  3  percent  unemployment  at  that 
period  of  time.. 

Mr,  Paktee.  did.  I  wa.s  talcing  what  we  assume  to  be  the  com- 
mittee definition  of  adult  unemployment,  that  is,  an  unemployment 
rate  for  people  18  ye^irs  and  older,  and  it  was  a  tuffle  below  3  porCenf 
in.inr)i>  and  1053  aud.a  trifle  above  in  1008  and  1969. 

^fr.  Mkkds.  Then,. would  yoti  j^ay  to  take  an  example,  I  am  not 
saying  that  I  p^-efor  to  do  thi<^  if  \ve  had  wage  and  price  conti-ols, 
that  2  percent  or  3  percent  inflation  factor  andy  full  employment, 
that  your  stutenient  would  Ix^. correct.  AVould  it  be  accompanied  bv 
inflation?  ,  ^  ^ 

Mr.  Partkk,  Mr.  Congressman,  in  mv  .statement  I  avoided  di.scuss- 
ing  wage  and  pi-ico  controls.  But  T  would  .say  to  you  that,  with  con-' 
trols,  the  economy  might  over  a  .short  period  of  time  be  able  to  have 
a  high  level  of  employment  and  a  low  rate  of  inflation.  But  the 
(lifterence  

Mr.  Mekds.  We  had  ,tkat  situation,. (\id  we  not,  in  Woi-ld  AVar  TI 
and  the  Korean  Wav  when  we  did  have  wage  ?md  price  controls. 
\\e  had  rapid  acceleration  in  einployment,  very  low  unemployment, 
wage  and  pnce  controls.' So  we  had  everything  wliich  is  exactly  the 
revei-se  of  what  you  .say  in  your  .statement. 

Mf.  Paiitke.  Mr.  Meads'  I  believe  vou  need  to  talce  into  account 
an  appropriate  time  frame  of  reference.^  We  did  in  fact  manag^- 
reasonable  price  stalulity during  the  war.  AVe  also  managed  rea.son- 
able  price  .stabdity  in  late  1071  and. 1072,  with  the'wage  and  price 
controls  theii.  But  in  each  case-^and  I  happen  to  have  studied  them 
carefully-.r-distortion.^and  pre5^snre.s  and  economic  inefKciewcies  built 
up;  eventually  the  program  broke  down  and  there  was  an  explo- 
sion of  pi-ices.  So  although  for  a  while  wage  and  price  control  may 
^t)e  effe(1tive-^I  am  not  saying  it  is  an  undesiral?)le  thing  under  cer- 
tain economic  conditions— it  is  a  temporary  l^ind-^^f  medicine  to  give 
Ihat^is  why  I  say  that  I  think  we  hava-tolayc  the  conditions  that 
will  hring  an  enduring  price  stal>il%{rnHii^r.'than  a  temporary  price 
stability  that  will  l)e  followed  bv  an  e^ipfbsion  of  prices. 

Mr.  MEEu.s.'l'hank  you  very  much/      ■  - 

Mr.  Haavkixr,  T  think  we  have  a  glaring  misinterpertation  of 
this  chart.     •  '  * 

Mr.  Meeds.  The  fs^i  is,  it  shows  almost  the  rcvei-se  of  whfft  he  is 
te.stifymg, 

Mr.  Daxtels.  I  wilT  dex^lare  a  .short  reress. 
[A  brief  recess,  was  taken,] 

Mr.  Dantexs.  The  subcommittee  will  come  to  order. 

Mr.  Gaydos.  '\ 

Ml".  Gaydos.  Mr.  Partee,  are  you  familiar  with  the  Foreign  Tn- 
vcstihent  Equalization  Act? 


2,03- 


201 


Paktke.  No,  sir,  I  can't  say  that  I  am: 
Mr.  Gavdos.  Lot  me  just  luirriedl^:  indicate  to  you  wc  had  an  act 
\Yhi('li  was  suspendocl  by  tlu^  President  in  tlie  hist  2  or  3  years  and 
wliieli  placed  limitation  onMakino:  the  Anicri(:an  capital,  sendin<2:  it 
ovci-seas  to  chase  hiorh  inteivst  'rates  and  ^le  consecjiience  \Vas  a  ' 
shorta<j;e  af  "Anioriean  capij^ll.  .  • 

Partkk,  Yes,  sir.  The  interest  equalization  tax  and  vt^nitary 
.  foreign  credit  restraint  was  a  part  of  it. 

Mil  Qaydos.  As  a  hoard  member  of  the  Board  of  Governors,  you 
wouin  l)c  familiar  with  it.  Do  you  think  it  ought  t6  l)c  brought  back 
agaiiiX 

"Mr.  Partee.I  (lon'r  believe  so:  There'^are  times  when  I  think  that' 
soniething  like  that  might  be  given  consideration.  Wc  had  grett 
difliculties  with  our  balauce  of  payments  (hiring  the  period  in  which 
it  was  in  effect,  and  we  also  had  at  that  time  a  tremendous  drive  to 
make  investments  abroad  by  business  firms.  But  since  then  condi- 
tions have  chan«^Ml  (juite  ivniarkably;  you  may  have  noticed  in  the 
paper  this  past-  week  that  businessmen's  plans  are  now  not  to  add  at 
all  to  investments  abroacj.  The  attractiveness  of  investments  in  Brit- 
ain or  France  and  Ttidy— or  in  all  the  common  market " countries- 
has  diminished  to  the  point  where  there  is  not  nmch  incentive  to  put 
funds  abroad  for  that  purpose.  The  United  States  dollar  is  a  strong 
currency  in  the  world  now,  rather  than  a  weak  one.  So  I  don't  see  / 
,  that^there  isymy  necessity  for  jt. 

^  Let  ine  make  one  otluM*  point.  Like  many  other  control  programs, 
there  is  a  sort  o£  a  limited  life  expectancy  that  results  from  the  fact 
that  the  market  develops  ways  around— ways  to  neutralize,  if  you 
will — the  regulation.  In  thi.q  pnl-ticular  case,  there  was  a  restriction 
that  we  had  administered  on  investiiig  abroad  the  fundfi  of  homo 
ollico  banks  and  home  officre  financial  institutions  of  all  kirfHs— in- 
surance companies,  endowments  and  so  forth.  The  difficulty  that  de- 
veloped as  the  years  passpd  is  that  people  with  substantial  amounts 
of  money  began  to  take  their  funds  abroad  personally  where  there 
couldn't  be  any  restriction  imless  you  were  tb  have  exchange  control 
barriers  around  the  United  States.  Rather  than  dealing  with  the 
home  office  institution  which  was  restricted,  the  people  themselves 
began   .  ^ 

Mr.  Gaydos.  Tf  you  would  yield  at  that  point,  under  that  act  you 
know  that  it  wa.s  illegal  to  do  tl^at  under  the  terms  of  the  act.' 

Mr.  Partee.  No\  sir;  I  don't  believe  it^  was,  for  an  individual  io 
take  his  funds  al)road  and  invest  them. 

Mr,  G  AYDos.  lie  could  do  it,  but  he  had  an  o&ligation  to  come  back 
and  pay  an  equalization  tax..  .  ^ 

Getting  away  from  the  subject' matter,  I  did  ask  you  whether  or 
not  you  couhl  support  it  and  you  said  no,  you  thought  its  usefulness 
V:%^*jLseaMip.  Do  you'think  the  Fedcral  Re.serve  System  has  gone  out 
^^^ty^^^^^^^^^  we  slio>il(l  i-epl ace  i t  ? 
liMv^  lP^nTY.T..  At  ()0,'it  is  becoming  an  aged  institntion,-'but  I  think 
tluv^tiiif^  f  imction  has  to  

in*.  Gaydos.  I^t's  get  into  the  system  we  have  here.  Has  it  done  a 
pretty  goo(l-jt)b  as  far  as  inflation  up  to  date — you,  the  Board  of 
Go\Tr^oW  in  the  FedcrakRcserN'^. System  per  sc— what  kind  of  job' 
Qiarfr-^mnlone  ?  *     '         '  .  . 
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Mr.  PARTf:E.  Mr.  Cpngrossmini:  no  One  caii  take  any  comfort  jn  tlic 
record'of  this -.country  4r)vo^li6  last,  decade.  It  lias'hecn  terrible  in 
tenqs  of  both  nneniployniont  »nd  inflation.  T  don't^  happen  to  be- 

..lievo  that  the,  F(idi:iral  Resei've  was  responsible  for  these  evils.  We 

^.^vore,doali^l^  with  the  very  <liifioiilt  situation  of  an  unbalanced  econ- 
omy With  a  greaf  de.^il  of  spoculiitive  activity  and  spex^idative  senti- 
ment in-  It,  a  l;ir}»e  deficit  that  J)e^}in  with  the  Vietnam  war,  and 

.  finally, .tjie  expt*rience  of  all  sorts  of  shortages,  such  as  the  fuel 

.  /shortage.     ,  "v  , , 

.Mr.  Gaydos.  Those  are  nice  observations,  btit  do  you  agre^  with 

If  mo  wheii  I  make  the  observations  the  Federal  Reserve  System  as  we 
have  come  to  know  it  is  a^  factor  in  our  whole  economic  problem,  al- 
beit international,  domestic  or  what  have  you?  You  have  some  re-' 
sponsibihties,  don't  yon  ? 

:  Jl^^-  ^^^^^         L<lon't  think  it  is  a.factor_jn  the  e<}onomir__problt™. 
•^t'tlunk  it  is  a  factor  in  theerononiic  process,  certainly, 
t  Mr.  CrAYnos.  Whether  we  are  talking,'  aboui  the  1946  act— What  do 
you  tlunk  the  purpose  of  that  act  was  or  is  trnfay? 

Mr.  Pahtee.  As  the  act  clearly  states,^  every  effort  that  is  consistent 
with  essential  considerations  of  national  policy  

Mr.  (tayoos.  Is  the  Federal  Reserve  Systeni'part  of  that? 

Mr.  Partee.  Of  course.  We  consider  ourselves  to  he  subjex^t  to  the 
Employiuent  Act  of  1046  and  we  always  have.  It  certainly  applie.s 
to  the  Federal  Re.serve  and  I  would  say  that  the  Federal  Reserve  has 
not  diswe|>arded  the  rtbiectives  of  that  act.  As  lon^^  as  I  can  remem- 
ber, the  Chairman  of  tlie  Federal  Reserve  Board  has  testified  before 
the  Ji)int  Economic  Conunit'tee  on  the  occasion  of  the  Economic 
Report,  of  the  President  in  February,  and  a^ain  in  July. 

Mr.  (^AYDOs.  Do  yon  as  a  person  or  as  a  policy  setter  or  as  a  mem- 
l)er  m  your  ofiicial  rapacity  in  which  you  sit,  do  you  favor  wa^'e  and' 
price  controls  at  any  time,  in  the  past  or  even  now? 

Mr.  Partee.  There  are  circumstances  under  Which  T  would — but 
not  now.  I  don't  think  they  are  needed  now. 

Mr.  Gaydoh.  Do  you  tliink  when  we  did  institute  wa^e  and  price 
controls  that  they  were  effective  at  the  tiine-~that  i.s,  the  ori^dnal 
price  and  wa^j^t'  controls? 

Mr.  Partee.  In  1071  and  1072,  they  were  effective.  But  I  happen  to 
have  been  involved  in  that  pro^^ram,  and  I  want  to  point  out  that  as 
lime  went  on.  ^rreat  deficiencies  and  defects  develoi)ed.  And  it  seems 
clear  to  me  that  inefficiencies  were  developing  in  the  system. 

Mr.  (lAYi)OH.  You  cited  previously  in  some  instances  we  had  in- 
flation lihm^  with  unemployment,  which  is  a  new  phenomena  as  far 
as  (H,'onomi(;s  are  ^'oncerned.  They  felt  it  should  have  never  happened 
111  the  past  and  itUs  uni(|ue.  But  we  have  otlier  areas  throu^^hout  the 
world  where  they  are  facing,'  mflation  and  enjoying'  a  reasonable  per- 
cent ^i^re  of  employiuent.  There  are  otlier  examples  where  people  are 
doiri^?  somelhin^r  in^  the  fre^',  world.  Lett's  exclude  the  others  (hat 
don't  have  the  same  type  of  internal  ^^overmnent  we  have. 

Mr.  4*AF{TEE.  Some  countries  are  Iryiu^r  bard.  I  can't  say  that!  I 
can  .see  any  notable  success,  that  is.  where  the  country  hasn't  ^^jveu  uf) 
sul)5tantially  on  one  or  the  other  objective,  excei)t  for  Ciermany  where 
inflation  i^  rather  low  and  the  employnient  rate  is  fairly  ^^ood.  You 
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have  to  look  at  the  institutiorral  arrangements  in  each  economy 
separately  to  understand  one  as  against  the  other.  Germany  is  a  very 
special  case.  First,  tliey  have  a  lot  of  iiriported  lal)or,  so  there  i,s 
some  «^ive  in  their^mployinent  rate's  since  tliey  can  expoK  that 
lal)or  up:ain  when  tluvi  no  lon«(er  neetl  it.  Second,  there  is  a  different 
hack^M-ound  of  historical  experience,  with  inflation  on  the  part  of  the 
(Jennan  citizen  i^:oin|)anMl  to  that  of  the  United  States. 

Ml',  Gaydos.  Are  yoii  saying  tliat  Germany  runs  tlieir  government 
*•  ^liiFereiitly  than  we  do? 

Mr.  Pahtke.  No,  I  don't  tliink  so.  T  referred  on/ pap^e  12  of  my 
statement  to  a  number  of  fundamentals  that  I  think  have  a  great 
tk^ldv  to  do  with  the  employment-inflation  trade-ofT  and  that  do 
^'^B^^  like  a  glaeier  over  time,  and  they^have  to  (|o  with  firsts  the 
entT()wment  of  human  and  material  resources  whicBi  in  the  United 
States  luLS  i)een  luorc  favorai)le  than  most  coiuitrids  in  the  world; 
secondly,  s[)ecifir:  economic,  institutions  and  processes;  and  lastly, 
social  practices  and  aspirations.  I  think  these  are  tlfc . fimdamentals 
that  determine  the  kind  of  results  you  can  have  froiiiSjuinaging  an 
ec.onoiny. 

Mr.  (fAViu)s.  On  J)a«(e  I],  you  suggest  that  postwar  experience  j^ug- 
gests  that  a  level  of  pendent  unemployment  typically  is  accom- 
panied hy' substantial  inflation  and  followed  by  economic  decline 
rather  than  by  sustained  full  employment. 

Ja[)an  has  li/,  percent  unemployment.  It  is  a  little  over  J  percent 
ufKMUploymcnt. 

\fr.  Pahtkk.  Mr.  Congn^ssman,  you  have  to  know  (luite  a  bit  about 
a  ('ountry  i»i  order  to  make  sense  of  such  statistics.  Japan  has  a  very 
high  pro])()rtion  erf  its  people  on  tlic  fariii,  for  instance,  wliicli  we 
don't.  ^V]lll{  ba[)[)ens  in  Ja[)an  is  the  j)eo[)lc,  as  they  arc  laid  off — 
and  there  aiv  lots  of  intbistries  wlierc  they  are  laid  off — the  people 
disa[)j)car  back  into  tiic  farm  anrl  no  longer  siiow  in  the  unem[)loy- 
ment  statistics. 

Ja^'Dos.  .\biyl)e  we  should  be  thinking  about  chMuging' to  that 
f)olicy  heie. 

.Vfr.  PAinKK.  That  woidd  be  a  pretty  fundamental  change,  but 
could  be  cousidei'cd,  y^'s,  sir. 

Mr.  (lAVhos.  Do  you  have  any  reservations  or  any  (puihns  or  any 
other  feeling  regarding  our  lale  colleague  Mr.  l^itiruin  and  his  re- 
(|uest  for  a  com[)lelc^!ccouul ing  of  the  Kcdtual  Reserve,  System?  Do 
you  have  any  problems  with  thai  exclusive  position  that  tiic  Federal 
Uesei'vc  Systeu)  now  holds? 

Mr.  PAiri'KK.  r  Ixdieve  an  audit  by" the  (Jeneral  Accounting  Office 
is  what  (he  CVaigrcssmau  was  n*f(srring  to.  Our  f)osition  has  been 
I  bat  it  isn't  necessary.  In  the  policy  area  we  arc  audited  by  Con- 
gressioruil  conmiittees,  piincipally  the  Haidcing  (!onunittecs  and  the 
Joint  Kcoiiounr'  Commitlee;  for  our  o[)e.rat ions,  we  retain  outside 
iudepcnrlerit  public  ar-countauts  to  givjc  us  a  very  complete  n»vie\v. 

Mr.  (lAVDos.  If  I  want  to  find  out  bow  miich  you  sf)ent  in  t.raveK 
iug  last  year/wberc  wouhl  I  go?  • 

Mr.  l*AnTKi;.  Vnu  would  arldn'ss  an  inrpiiry  to  the  Secretary  of 
the  Federal  Reserve  Hoard  and  you  woidd  tJr)ld  in  the  maltc.r  of 
'"a  couple  f)f  diiys. 
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Mr,  Daniels,  WiU  the  ;:rnf  lornan  from  Pennsylvania  yield? 

Mr.^Pai^ee,  you  state  that  the  Fedeml  Reserve  is  required  to  re- 
port, I  heheve  It  is  seiuijinnually  to  f  ho  •Con<rress  on  the  conduct  of 
Its  nionpfury  policy.  Has  the  Federal  Reserve  BoaY-d  /^iven  the  com- 
nutfees  of  Con^i^n'ss  the  information  which  it  has  requested  witli 
re<rard  fo  ejnploymont,  production  and  inflation  policies?  U  is  my 
imdorsfaudin^r  tliat  while  request.s  have  heen  made  for  suchj  infor- 
rnafion^^it  luts  not  heen  furnished,  and  I  would  like  to  know  why, 

•Mr,  Pahtkk.  Afr,  Chairman,  what  we  do  is  report  on  monetary 
j)olicy  fo  the  Rankin<r  Commiffecs.  As  the  law  is  written,  we  are  to 
report  semiannually.  But  what  JicfuaHy  hap])ens  is  that  t.lie  Banking? 
(  oiunuffees  alternate,  so  that  in  one  a-month  period  we  appear  be"- 
fore  the  Senate  and  in  the  next  we  are  before  the  House.  We  have 
indicated  as  required  by  the  concurrent  resolution  our  expectations 
as  to  the  (growth  of  the  monetary  afr<rre<rates,  and  we  have  reported 
on  economic  and  financial  developments  and,  in  a  broad  sense,  our 
expect  at  ion:;,  as  to  how  tlioy  mi^?]]t  develop  into  tlie  future.  Wo 
haven  t  honored  the  re(juest  of  the  Cluiirman  of  the  House  Bankinnr 
(^mmittee  to  ^iw.n  numerical  projections  of  major  aspects  of  the 
economy  such  as  employment  and  rejil  ONP,  and  the  reason  we 
hayen  t  done  so  i^i  that  we,  flon't  oflicially  reach  a  consensus  on  .siieh 
nurnbers  in  the  policy  formulation  process.      <^  . 

There  IS  a  thrust,  a  movement  in  the  ecdnomv,  that  is  present  in 
the  minds  of  all  members  of  the  Federal  Oi)en  Market  Committ(M>,  as 
they  vote  on  policy.  But  we  don't  cquic  (o  any  afrreernent  on  the  rate 
of  economie  ^^rowth  that  each  memhci  expects  to  be  associated  with 
developments  in  the  i)eriod  uhead,  S<>  we  simply  don't  have  the  oflTi- 
mil  mfornuit  ion  of  the  kind  the  Chairman  has  asked^for. 

Mr,  I)an-iki.s.  The  Chair  cannot  understand  why  you  and  other 
witnesses  that  have  ai)peared  are  so  reluctant  to  deal  witli  numbers, 
I  don't  iinderstaud  it. 

Mr,  F\\rm:K,  T  suppose  tluit  my  flifliculty  is  that  as  an  economist 
1  am  so  aware  of  how  imperfect  our  foresi^dit  can  he,  I  suppose  tliat 
j\o  one  wants  to  be  put  in  a  imsition  where  he  can  be  shown  to  bo 
wron<r.  T  think  that  is  part  of  it. 

Fn  addition,  people  don't  want  to  be  put  in  the  position  where 
they  commit  thems(dves.to  numbers  which  because  of  unexpected  de- 
yeloprnents  are  ;iot  achievable,  I  think  that  is  another  factor  in 
Mieir  reJllctance  U)  do  this. 

I  Iiave  a  tiiird  rejtson,  anecdotal  in  nature.  I  have  never  seen  a 
year  in  which  the  major  automobile  manufacturers  predict  publicly 
a  suhstjintial  decline  in  sales,  and  yet  I  know  that  the  automobile 
uianufacturers  at  times  expect  thai  sales  are  ^^oin^r  to  be  poor  T  sus- 
pect tluit  makin^^  predictions  a  matter  of  public  record  tends  to  re- 
duce the  qualit,y  of  the  fst  imates  that  are  driven. 

Mr.  Daniki.h,  Mr,  I'arice,  if  we  as  imliticians  just  n'lerely  diseusR 
tJun^j^  in  ^j:eneral,  in  order  for  us  to  make  appropriate  and  proper 
decisions,  we  must  have  some  specific  information,  and  that  is  what 
we  expect  Ix'forc  this  committiie.  So  jf  vou  want  to  talk  in  ^roneral- 
ities,  I  don  t  think  we  are  ^roin^r  fo  Im  able  to  am-ec.  on  anythinxr, 

I  yield  back, 

Mr.  (]AYiH>H,  Mr,  Partee,  am  I  accurate  in  this  observation  that 
aUIiou^rh  (on^rn.ss  ^rorieriflly  can  extt^uine  the  questions  and  ^ro 
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through  some  partia>  audit,  basically  yod  are  entirely  economists  in 
all  your  actions  and  the  policies  you  set  are  yours  and  nobody  can 
change  theiri.  If  they  chtinge,  you  people  change  fliem.  That  is  basi- 
cally a  correct  stateuient,  isn't  it? 

Mr.  Partee.  I  would  have  two  qualifications.  One  is  I  don't  be- 
lieve that  the  central  bank,  although  independent/runs  a  policy  so 
in  opposition  to  the  administration's  policy  that  it  just  isn't  work- 
able. I  think  that  such  an  approach  to  policy  would  break  down  in  a 
matter  of  time. 

Second,  I  would  point  out  that  the  Congress  lias  the  authority 
and  the  right  to  instruct  us.  The  Federal  Reserve  Act  is  a  congres- 
sional act.  The  systeui  is  a  creature  of  the  Congress,  What  we  are 
administering  is  a  power  that  is  given  ^  the  Congress  by  the  Con- 
stitution. Therefore,  the  Con'gress  has  a  power  to  instruct  us  to  take 
particular  actions,  and  the  congressional  oversight  coftimittees  do 
probe  quite  deeply  and  do  suggest  courses  of  action. 

Over  this  last  year,  we  have  had  two  formal  Senate  reports  on  the 
hearings.  In  both  cases,  the  reports  supported  the  plans  and  the 
activities  of  the  Federal  Reserve.  I  don't  l)clieve  that  there  has  been 
a  foiTTial  House  report  for  either  of  its  hearings.  But  we  did  in  fact 
Jiave  the  approval,  if  you  will,  of  the  Senate  oversight  committee 
on  the  two  occasions. 

Mr;  (Jaydos,  You  are  saying  if  Congress  wants  you  to  act  differ- 
ently, they  better  pass  some  legislation  or  they  can  

Mr.  Partee.  They  can  pass  legislation.  They  can  change  the  act 
or  instruct  us. 

Mr.  Gaydos.  It  is  primarily  the  concern  and  the  interest  of  the 
Federal  Reserve  System  to  basically  fimdamen tally  watch  the  money 
supply,  credit  and  things  like  that? 

Mr.  Partee.  That  is  riglit,  in  the  interest  of  promoting  good  eco- 
nomic conditions.  . 

Mr.  Gayix)8,  Are  you  saying — is  thiit  the  sex'^ondary  interest  then? 
Our  employment  situation,  would  it  be  a  dovetail-off  or  a  side  effect, 
whatever  you  want  to  call  it?  It  is  not  your  primary  concern,  our 
employment  problem,  is  it? 

Mr.  Partee.  I  don't  mean  to  be  tricky  in  answering  you,  but  bal- 
anced economic  growth  is  our  primary  objective  and  we  try  to  con- 
duct monetary  policy  in  tlie  credit  and  money  area  in  a  way  that 
promotes  balanced  exionomic  growth.  It  is  the  economic  growth  that 
is  the  objective,  rather  than  any  growth  in  the  money  supply  or  any 
level  of  interest  rates  or  anytliing  like  that, 

Mr.  (lAYDOS,  Tlien,  the  specific  items  of  unemployment,  jobs  for 
Americans  would  be  a  sccondai'y  consideration  or  an  accidental 
affcHitation  resulting  fix)m  your  economw)  policy.  Is  that  a  fair  state- 
ment? 

Mr.  Partee.  T  would  not  interpi-et  it  so.  I  would  s;ay  that  our  be- 
lief is  that  sustainable,  l>alancx»d  ec>onomic  growth  will  give  us  the 
most  jobs  in  the  countiy  and  will  lx»  the  most,  productive  way  to 
serve  the  needs  of  the  country.  We  also  liave  to  take  inflation  into 
account  bex^^aiise  we  Ix^lieve  it  is  a  soun^e  of  instability  in  the  por- 
fo nuance, of  the  economy. 

Mr.  Gaydoh.  Am  I  correct  in  saying  the  Federal  Reserve  System 
has  failed  this  country  because  of  the  ufiemployme<nt  situation  Doing 
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so  In-I,  and  so  sastaincd  an  inffation?  Is  that  your  problem «  Have 
yon  can.s.Hl  that  by  yonr  policic.s.uul  should  yon%Uanlo  uZvl 
.Ml.  J  AiiTKK.  Mr.  Con^rms.sni-an,  I  don't  think, that  onr  iX)licioilmvo 

■  KnT  ^  have  not  boon  -ood  m'tlie  la.st  decade.  I  don't  lionestlv' 

a  nmtenally  bettar  outcome.  By  the  way.  we  are  talkin-  here  to  hv 
V      1"  '■'••"s' of  a  very  .eeem  .reccs.sion-wcdua.l  quitc^goo(^employ,S 
els  pnor  to  tha   recx-ssmn.  But  I  .lon't  know  hot.  lookimr  S  t  c 
t^r^ad  piittern  of  development  of  the  economy  over  the  lai  .iJca  e 
how  we  could  have  ha.l  n.acro-policies  that  wJuld  luav  s  ^l^tant  1^% 
educcc   unemployment  without  adding  to  irifhition  or  woukl  havJ 
HHluced  ,nfIat.K.n  without  addin^r  fnrther.to  unemplo^'iuent 

fail  1;.^  .n^',"n->£'l'-^""^''"'''  ^''''^  f'^i'--^'^  '^■"'l  tlireatene.1 

lailiin-fi  aie  <,'oiMjto  have  some  effect  on  imemploymeijt? 

no.nic  fXv'f  'HV^-^f^'i^fy  ^i"'!  concern  ni'^  always  eco- 

nomic  factors  to  bo  aken,  into  a«eaunt.  In  my  view,  the  pi\>blejns  w, 
Uve  had  with  a  re  at -vely  ,few  banks  were\succe.;f„lly^  kS  fmni 

■  W  thai  tirrvi:'  'Vfi-'-i--^'  cri.si.s.  I.„J  loile,':^,?! 
veil  01  so  i  o  V-tU"''"^'     '"T'^-''"^'  '■'■^"^■'■'••^  "^^^^^^y-  A 

al.o  It'  ncj.       n"  that  we  hav^e  nothhiVr  to  .wdrry 

aDont  as  far  as  banks  failin^r  or  are  we  havin-  any  add1f^oi>al'  bank 

have  ?;.h?"T  "tT ''■^^'^"'^'"-^         bV<^o;-  sSo  '  Ha 
we^mne  today  ^  Ik  that  what  you  are  sayiuf?  . 

A  I-  r  . vi?"  \r '''l*^  I'""''"''  ^''^  '"'f^^'  ^^''^ter  mark, 

nht'w;  f-A^'      \Vould  you.  ,f  you  Can,  respond  from  lookin-  at  your 
.oh^erwatiOns  on  pajre  7  when  you  .say  'qt  would  be  a  moCt  seHo  s 

lh3  t  '"""''^•'^'•y  ""'^  ^^^^  policy'^  as  nne 

,   tRut  It  *o,xj«  H.^r  monetary  ii^liny-"without  fn-st  f  ndin-  some  effec- 

,  co-astrainin.  inflation  on ,  a^n^ncluHng 

■  Snii?  TfV  ^il''^V''nS''      ^""t'"'"'  "n  the  path  that  we  arc  now  fol- 
in        ^^^f>r-.'^^'"'/i"^ve  no  problem  and  will  ultimately  V-ach  onr 

:    policy  to^l;ii;I^:ti^^^^^^  "°  of  this'^exi.sting 

^  ,  Mr.  BAitTKE.  Mr.  Con}rre.s,sman,  I  would  never  arinie  tliat  we  don't 
i^elT  te  "'i  ^  ^^'^^'^  "'^  "  profc.s.sionTl  ecoi^imi  t  tha 

fhli  i    /ve  fni?^  ^T'  ''conomic  recovery  now 

■Wiui"        "     '"'-^  t"'"' last  decade 
"'nC  What  do  yon  <lo  with  the.se  people  that  are  unem- 

q  estions  about,  whether  it  is  wise  to  extend  employment  to  these 
people  If  you  don't  particularly  like  as  a  matter  of  'policy  this  er^' 
ploymenf^  as  a  la.st  7e.so.t,  althon-h  there  are  13  million-  peonleTn 

to  do  with  these  people,  the  unemployed?  .''".^.""'f, 
Mr.  PAitTK,,.  M,,  Conn:res.sman.  I  would  point  out  that  we  are  hav- 
mR  a  s  oady  and  substantial  define  in  the  unemployment  ,X  and 

mrt",  teT tb'^  ^'^  T  ''"i'  ^"    "^'^      tbe  unemplov 

niont  Mtc.  in  the  months  and  years  to  come  aid  tlvat  people  would 

209 


207 


be.  absorbed  back  into  productive  jobs  ij)  the  economy.  I  think  we 
liavo  made  good  progress  in  tliat.  ^  • 

With  regard  to  your  other  comment,  I  did  not  say  that  I  wa^  op- 
posed to  the  employer  of  last  resort  feature.  I  said  I  was  opposed  to 
the  inflationary  pressurCvS  that  it  would  bring,  particularly  given 
tliis  aspect  of  compcfitdve. wages  that  would  have  to  be  paid.  As  far 
as  extending  unemployment  insurance  programs  is  concerned,  I 
think  it  has  been  necessary  over  the  period  we  liave  come  through, 
although  I  have  no  doubt  that  this  has  added  to  inflationary  pres- 
sure. 

Mr.  Gaydos.  I  have  serious  question  as  to  the  position  you  take 
when  providing  a  couple  million  jobs  will  cost  about  $30  billion. 
Mr.  Pautke.  I  was  thinking  3  milliorL 
IVIr.  Gaydos.  What  do  you  do? 

Mr.  Partee.  Three  million  jobs  at  $10,000  a  person  is  $30  billion. 

Mr.  GAYi)os.  Some  of  the  Presidential  candidates  don't  quite  agree 
with  you;  talking  about  $30  or  $40^^^^  have  prepared  arid 

they  are  statistically  conditioned  nnd  suggested  by  economists  to  the 
cxteHit  that  it  wouldn't  cost  anything  because  those  pepple  start  pay- 
ing/taxes. When  you  stop  depleting  your  unemployment  compensa-^ 
ti^  bank,  wlien  you  take  a  look  at  the  overall  picture,  it  is  not  a  net' 
expenditure  of  $30  billion.  It  is  just  not  going  to  be  a  $30  billion 
outlay.  ^ 

Mr.  Paktce.  I  have  an  objection  to  the  principle  in  the  feense  of 
tightening  labor  markets  and  raising  costs.  But  I  also,  would  say 
that  it  is  a  very  large  outlay  you  are  talking  about. 

Mr.  Gaydos.  I  am  talking  about  $30  billion.  • 

Unless  we  get  &x>me  solid  recommeridation,  this  committee  wants  to 
try  something  and  we  ai-e  going  to  try  something  through  this  bill. 
•If.^we  don't  do  anything,  we  have  to  live  with  existing  policy  with 
the  Federal  Reserve  System. 

Can  I  cpnclude  .then.that  you  are  saying.that  ypu  admit  that  ex- 
isting policies  are  not  working-fast  enough  ? 

Mr.  PAfm:K.  They  have  not  been  working  well. 

Mr.  Gat1)os.  All  right,  let\s  stail  there.^They.nTO  liot  working  well" 
and  you  have  not  at  this  time  any  new  suggestaotfe^ 

Mr.  Partee.  My  recommendation  to  you  is*thafetWe  develop  Qspe- 
cially  structural  prognims  to  help  improve  

Mr.  Gaydos.  ITow? 
,    Mr.  Paht>:k.  I  have  named  (juite  a  numl^.r  at  the  end  of  my  statement. 

Mr.  Gaydos.  If  we  are  going  to  go  over  them,  let  me  concludb  in 
saying  that  I  ask  these  questions  from  a  ;pcrsonal  curiosity  on  my 
part,  I  do  appreciate  your  position,  and  I  would^hope  that  maybe  in 
the  future  you  can  come  hack  and  we  can  have  any  afteithoughts 
you  may  have  or  some  suggestions  as  to  good  solid  policies  we  ipay 
consider  to  fdl  this  void  that  we  agree  exists. 

^  Mr.  Daniels.  I  recogiiize  the  gontlem^an  from*  Ctilifomia,  the  dis-^ 
tinguishexl  author  of  this  bill.  Congressman  Hawkins. 

Mr.  Hawkins.  Mr.  Partex*,  T  assinne  that  when  you  made  the  state- 
ment that  yon  made  about  the  Employment  Act  of  1040,  you  liad 
previously  n»ad  the  act. 
Mr.  PAirrEE.  Yes,  sir.  -  C 
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Hawkins.  You  simply  roviowod  it  because  you  caiuo  to  testify^ 

Mr.  Partee.  I  i-ead  it  fii^t  as  a  student  in  college.  .  A,; 

Mr  HA\yKiNs.  And  you  have  followed  that  commitment  as  a  meni-' 
ber  of  the  I  wleral  I{o5erve  Board  ? 

Mr.  Partee.  I  liave  only  been  a.  member  for  3  months,  but  I  liave 
it  uppeiTTiost  in  my  mind. 

Mr.  Hawkins.  It  makes  a  commitment  that  omplovment  opportu- 
nities shall  be  provided  for  all  citizens  able,  willi]i<r,  and  seokinor  em- 
ploynient.  You  read  that  pait  of  tlie  act,  right?  Do  you  believ^that 
that  IS  one  of  the  objectives,  one  of  your  national  objectives? 

Mr.  Partek.  Yes,  I  do.  , 

Mr.  Hawkins.  We.  sliould  provide  opportunities  for  all  citizens. 
It  should  not  be  a  .set  percentage ;  is  that  tnie  ?  J 

irr.  Partee.  I  would  agree  with  that.  ^ 

Mr.  Hawkins.  That  pei-centage does  not  rely  on  whether  it  niav  or 
may  not  be  inflatiouafy? 

Mr.  Partee.  Well,  sir,  \LJIoqf:  s^JT-con.^isrrnt  witli-  other  programs 
and  ol)jectives  of  Govei-nmont  and  it  also  says  consistent  with  ninxi- 
mum  employment,  pmduction  and  purchasing  power.  7 

Mr.  Hawkins.  Wliat  do  you  i^ad  in  tlie  phrase  "maxTmum  einplov- 
nient  and  piwluction"?  •  , 

*Mr.  Partee.  T  think  it  is  a  recognition  that  economic  developniout 
is  a  process  and  that  sustainabilitv  of  economic  expansion  is  an  ob- 
jective. 

I  i-ead  secondly  into  that  phrase  the  conceiTi  tliat  avoidance  of  a 
^.degree  of  inflation  that  would  work  tp  impair  the  sustaiuability  of 
the  expausnoii  and  ultimately  to  destix)y  jobs  would  be  a  leo-itimate 
aim  of  Govern^nont. 

Mr.  Hawkins.  Aren't  you  .stretching  the  act  a  little  bit  by  reading 
inflation  into  it?  Does  tlie  act  deal  with  tlie  pi-oblem  of  inflation  per 
se?         ,  . 

Mr.  Part>:e.  Not  jxir  se. 

Mr.  Hawkins.  Does,  it  deal  witli.it  in  any  way? 

Arr.^PART>:E.  Except  that  I  belioveMliere  is  the  implication  of  the 
need  for  sustaiiinble  expansioh  in.  that  phrase  of  tiro  Wet,  and  T 
^hiiik  su.stainable  expansion  ^requires  that  we  not  have"  a  riebilitatino- 
inflation.  .  .  .  .      _  . 

Mr.  Hawkins.  So,  at  least  there  is  some  implic4ition,  you  think, 
tliat  inflation  is  read  into  the  act? 
Mr.  Partee.  I  think  so. 

Mr.  Hawkins.  Is  the  afct  specific  with  respect  to  maximum^eniploy- 
ment,  however,  and  maximum  production?  Do  these  specific  points  in 
your  problem  outweigh  what  miglit  be  construed  as  an  implica'ti^^! 

Mr  Parti.:e.  T  repeat,  I  tjiink  you  have  to  look  at-  the  whole  pack- 
age. He  want  sustainable  expansion  and  I  thinfc  we  iieecl^to  do  the 
kind  of  things  ^hat  will  give  us  maximum  sustainable  expansion  in 
the"  economy.  , 

Mr.  Hawkins.  Do  you  think  that  the  Federal  Reserve  Board  has 
fostered  that  since  1069  in  maximum  employment? 

Mr.  Partee.  Sir,  given'the  problems  that  ^existed  in  the  economy, 
1  think  the  Federal  Reserve  did  the  best  it  bould. 
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Mr.  Hawkins.  Has  ifc  fostered  maximum  einployment  production 
/   and  purcliasing  power  as  manda^ted  by  the.  1946'ajct  ? 

Mr.  PAnTEE.  Again,  I  doa't  liappen  to  have  tlio  act  before  me.  I 

•  believe  tliose  phra.scs,  beginMvitli  the  word  conditions,  and  then  it 

•  goes  on,  and  I  think  that  tlie  Federal  Reserve  Board  has  fostered 
conditions  that  it  believes  would  give' us  in  the  long  run  maximum 
employment,  -  , 

Mr.  Hawkins,  You  arc?  saying  future  expansion.  I  am  asking  you 
if-   _  ,  - 

Mr.  Partee.  In  the  short  run      •  .  ' 

Sir,  Hawkins.  From  1,969  to  1975,  we  had  two  recessions  and  very 
excessive  interest  rate^)  which  \Vere  directly  the  result  of  the  Federal 
Reserve  Board,  the  tight  money  polic}^  Would  you  say  these  con-, 
ditions  fostered  niaximimi  production  and  employment?. 

Mr.  PAUTpkE.  Yes,  sir,  I  thijik  they  have. : 

Mr/ Hawkins.  You  think  that  9 -million  unemployed  persons,  offi- 
cirtlly  uneirij>]ftytnl  i.-,  ruaxirnnni  <*ini)ioyHi(»iU  ?  Do  you  tliink  (liat  the 
12-percent  infliUioh  nite  is  certainly  something  to  be  considered  in 
terms  of  maxinnim  j>ui-chasifig  i)ower?  Do  you  think  that  a  produc- 
tion capaci^'  which  is  ppei-atiug  at  only  about  70  percent  of  capacity 
is  maxinnim  pi-oductioa'^  ,  . 

ilr.  Pautce,  A.s  I  said  before,  no  one  can  take  vtwy  comfort  in  the 
economic  record  of  the  last  decade.  It  has  been  bad,"  It  has  been, bad 
in  terms  of , both  job  opportunities  and  prices,- and  as  I  also  said,  you, 
have  to  take  into'account  that  yon  are  reading'  results  now  that  are 
products  of  a  recession.  The ^recx?ssion  wouldn't  have  been  stopped. 
The  recession  was  an  outcome  of  the  economic  development  in  the 
years  pi*eceding  the  recession  and  c»uVd  not  have  been  stopped  ii^L 
the  lastyear,  ^  :  .  • 

ilr,  mwKiN.s,  Will  you  explain  the  factors^  that  cajised  the  1973 
.  and  1974  reces.sion?  '  '   *  • 

Mr.  Pautee.  Well,  I  think  theiio  are  three  mai^i  factors, 

Mr,  Hawkins,  For  which  the  Board  of  the  Federal  Reserve,  the- 
fjdministration  are  totally  innocent  of  ?  •  - 

Ma%  PAR'n:E.  T  don't  tiiink  they  are  innocent,  I  think  that  we  ran 
too  strong  a  budgetary  expansioii  which  .began  with  the.Yietnam  ww' 
.  ill  1905,  but'' continued  intennitteutly  over  most  of  this  period,  and 
s6rvo(}  to  ci-eate  imbalances  ill  the  economy-  '  ^  ^ 

I  think,  secondly,  that  speculative  entliusiasui  develflfjied  tha*t  ga^ 
lis  instability  in  t]ie  economy,  I^irst  in  company  conglomerates,  sec-  , 
oiidly  in  the  stOck  market,  thirdly  ih  cattle  raising  out  on  the  feed 
lots,  fouiih  in  real  estate — where  tliere-Avas  excessive^  expansion  and 
'excessive  spending — and  finally  in  the  rapid  .inventory  accumulation 
of  1973  and  1974,  A  rea^ssiph  became  ine\^itable,  > 
.  The  third  factor  I  would  mention -iiTTHat  the  rates  of  inflation 
that  prevailed  in  1973  and  1974  so  up.set  plans  and  budgets  of  average 
faniilies  that  they  pulled  in  their  lioij;ns  and  they  tf^ied  to  increase 
their  savings;  the  result  was  a' decline  in  spending  aiKl  a  winding 
down,  into  ^"ecession,  Tho.se  are  the  kinds  of  fg,ctors  I  am  talking 
;ibout  tliat  broiiJIlit  on  this  recession. 
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f«M^'J^^™^-        J''''*'^'        ^^"^  *o  have  overlooked/many 
M    B     you  recall  the  excessive  interest  rates «  " 
Mr.  PAih^iE.  Sir,  I  believe  that  interest  rates— those  rat«s— are  a 
luhction  of  inflation.  ^  '      '  ^ 

^^'^^Ns.  Do  you  recall  what  they  were« 
nn^  i«  fV^r^c'^'''  They  were:  the  highest  prime  bank  rat«  in  history, 
and  m  the  sunimer  of  1974  it  w!,s  12  percent.  The  mortgage  interest 
Z^  '^^^^'^^^^^^  The  h<^d  yields  foi'good  but 
"n^  ""^^^'^"^^'"g  S^'K^",  coi-porat.ons  reached  11  percent  at  tlie  peak: 
n«l  f  an  occiu^d  during  a  period  in  which  we  were  having  i  12- 
percent  rate  of  inflfition   '  B 

Mr.  Hawkins,  It  preceded 


Mr.  Partee.  Xo',  it  did  not  precede  the- 


Jfr- g^AWKiNs  [cqntinuin&l  The  recession, 
inflat'ion^'^^'  '^^°"*'^"'"S-J  The  recession,  but  not;the  period  of  high 

Mr.  IlAWKr.v.x.  But  it  preceded  tiie  recession  and  this  wafe  in  no 
'makin""?'"^  recession.  Is  that  the  st^itement  that  yon  are 

hiit"  ^kT'^-  ^uV'^-'^,/'''''  ''^  P'^''^  °^  the  pi'ocess.  I  reallv  don't 
beheve  that  a  substantially  more  rapid  expansion  of  the  monetaiT 
base  in  the  country^  by  the  Federal  Resei^-e  would  have  greatlv  rc- 
,;  diiced.  those  intere.st  rates  because  we  were  dealing  with  the  ■situ- 
ation where  people,  expecting  inflation,  insisted  on  getting  a  return 
Qnilieir  funds  that  compensated, <%m  in  part,  for  the  inflation  thev 
ahticipated  And  Aye  were  dealing  with  a  situation  in  which  speciri^i- 
tivo  elements— mainly  regard  to  inventory  buying  at  that  time  be- 
cause tlio  real  e.^ate  boom  had  pa.sged  its  pe^k^would  hi^^•e  absorbed 
additional  ci-ctlit  had  it  been  put  into  the  economy,  which  would  just 
nave  inacle  the  i-e"ces.sion  woree.  _  .  ' 

Mr.  Hawkin-s.  I  get- the  impression  that  only  those  who  are  un- 
eniployed  seem  to  add- to  inflation,  but  excessive  intcl^t  rates  don't 
addtothe  cost.of  profluction.^ 

Let  me  tlk  you  whether  or  not  'you  have  ever  considered  as  a 
board  a<lministcred  prices  and  their  impact  on  the  economv  as  their 
influence  on  inflation.  Do  you  ascribe  any  degree  of  inflation  to  ad- 
ministered prices?  -  : 

Mr.  Partee.  Absolutely;  prices  go  up. 

Mr.  Hawkins  Would  you  say  substantial,  incidental,  moflerate? 

.   ,     ^r^^'^-  Pii-t  .0^  ^^'"^  institutional  imperfections  in  the 

system.  The  same  is  true  of  wages.  • 

.  Mr.  Hawkins,  mat  do  you  meAn  by  institutional  inf perfections 
in  tJie  system  ?  "  4 

Mr.  Paktee.  It  is  the  nature  of  the  economic  system.  I  mentioned 
that  we  neecl  to  look  carefully  at  how  the  nntitiiist  lanvs  are  function- 
ing. 1  here  IS  no  question  tliat  a  businessman— and  one  can't;  blame 
liim— would  generally  try  to  maintain  his  prices  rather  than  maintain 
his  prodiiction  if  he  is  faced  by  a  period  of  lagging  demand.  His 
ccKts  are  hxed.  because  them  is  no  way  of  econom'izing  on  labor  input. 
VVe  necfl  to  deal  with  that  kind  of  impei-fection  and  that  kind  of  in- 
efhciency  in  competition  in  our  ecouoinic  system,  Tliose  are  some  of 
the  stnictui-al  things  that  nec<l  to  be  dealt  with 
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Mr.  Hawkins.  Would  you  suggest  wo,  look  in  that  direction  before 
we  ask  tlio  jineniploye<:l  to  suflFer  and  before  we  ask  wage  earners  to 
have  tlioir  wages  recluce^l?  Wouldn't  it  be  helpful  if  we  ask  all  groups 
to  sacrifice  at  the  same  time?  • 

On  what  basis  can  you  justify  that  unequal  sacrifice  that 'you  are  ' 
asking  the  American  people  to  make? 

Mr.  ParteIs.  Mr.  Hawkins,  I  think  you  are  putting  me  in  the  posi- 
tion of  being  foi-  uiiemplpyment.  I  ceitainly  don't  want 'to  do  that.. 
I  would  like  to  see  the  economy  produce  as  many  jobs  as  it  possibly 
can,  but  I  want  to  do  it  on  a  basis  that  I  think  "will  be  .sustainable. 
>^  be] ieve^n  unemployment  insurance.  !  believe  in  welfare  programs, 
i  believe  in  the  government  as  an  employer  of  last  resort,  but  at  a 
wage  that  will  niake  pe6ple  want  to  go  back  to  their  regular,  jobs  or  "  ' 
to.find  more  remunerative  jobs  as  they  open  up. 

Every  person  in  ,t.his  room  has  had  his  relative  income  reduced  in  - 
recent  yeai^s  by  the '45  porceilt  inci-ease  in. prices  that  has  occurred 
ovtM-ihe4>us^-r>-v\^tvm^We-a4^^  — ^ 
unfair  and*  inequitable  to  have. people  who  arc  unemployoxl  for  no 
cause  of  theii-  own  saiffei-  disproportionately,  and  I  think  that  has 
to  be  dealt  with. 

Mr.  Hawkixs.  T  shed  teai's.with  you  for  all  of  us  for  the  sacrifice  ■ 
that  we  are  making,  and  T  agree  with  you  that  we  do  suffer  from  in- 
flation. That  to  me  is  the  criminal  phase  of  the  whole  impression — 
and  I  am  not  speaking  of  yo'u  individually— that  is,  given  that  this 
type  of  a  satJrifice^is  necc.ssai-y.  You  are  not  spealring  foi-  Mr.  Bairns. 
Mr.  Bums  also  miects  the  idea  that  we  shouldn't  achieve  the  goal  of 
full  employment.  Mr.  Burns  in  his  testimony  before 'the  Joint  Eco- 
nomic Committee,  ceitainly  .said  that  Congress  "shoulcl  set  goals  for 
the  Board  to  follow."  He  has  been  specific. 

You.  this  morrfing.  don't  want  to  be  specific.  You  don't  want  Con- 
gi-ess  to  set  any  goals  and  I  suppose  for  a  very  good  reason.  You 
want  us  to  moiiitor  you.  If  you  don't  have  any  goals  oi-  any  targets, 
how  in  the  devil  can  this  coinmiittec  or  any  other  cominittec  of  Con- 
gress monitor  you  if  you  have  nothing  to  which  you  are  supposed  to  - 
conform  ?  You  are  supposed  to  meander  off  in  any  direction  you  want 
to  with  the  President  off  in  one  dire^ction  and 'the  Congress  off  in 
anothei'  direction  lacking  the  type  of  coordination  that  certainly  is 
needed  if  we  are  going  to  do  anything  to  improve  the  economic  per-  * 
forniance.  Ceitainly,  you  admit  that  it  has  Ixien  bomble  4ind  it 
hasn't  Wn  due  to  TLB..  r>O  and  it  liasu't  l>een  due  to  full  employment. 

On  page  7.  you  make  the  statement  tliat: 

Wp  !)o11gvo  it  would  ho  a  most  f^orioiia  nnfistnko  to  discard  the  use  of  monetary 
and  fisonl  policy  wUhoiit  flrHt  finding  some  ofTectivo  alternative  means  of  con-  *. 
Btraiiilnfc  inflation  on  an  endiiriiiK  l)a.si.s." 

What  part  of  the  hill  would  discard  the  use  of  monetary  and  fiscal 
I>olicy  ?  If  the  bill  is  not  clear  enough,  let  me  .stipidate  to  you  that  I 
would  very  much  1m»  in  favor  of  making  it  str(inger.  But  t  see  noth- 
ing iji-tbe  bill  to  siippoit  sucli  a  statement  as  you  have  made. 

Don't  you  think  tliat  it  is  time  for  the  government  itself  to  begin 
to  seriously  consider  what  the  American  people  are  ^^oiIlg  to  do  and 
tliat  perhaps  some  type  of  public  employment  mav  be  desirable  at  • 
that  point? 
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Mr.  PAUTKic  Yes,  I  do,  Mr.  Hawkins,  but  not  at  fully  competitive  ' 

Mr,  IIa^vkins.  L(»t's  f^et  into  the  question  of  wages.  Are  you 
^    honestly  for  Davis-Baeon  or  are  you  opposed  to  it? 
Mr.  Partek.  I  am  opposed  to  it. 

Mr.  Hawkins.  Tlie  abuses  Miat  you  are  talkiirn;  about  are  not  to 
bo  attributed  to  II. R,  nO,  wlricli  hnsn-t  even  been'  passed.  Those 
abn.ses  would  b(i  prevalent  now.  If  you  are  against  Davis-Bacon- 
as   .  ■ , 

Mr.  V 

.VRTF.K,  This  bill  substautiallv  widens  the  influence-*  ^ 

Mr.  n.vwKixs.  I- would  go  albn/r  with  that,  biit  I  have  hero  thej  ' 
1976  National  .Tohs  Conference  repoi-t  and,  Mr.  Chairman,  I  wo\il<r' 
ask  iiX  this  time,  that  it  be  entered  in  tlie  recoivl.  This  shows  const nic-  ^ 
turn  iinemploymont  in  the  various  areas  of  the  couutrv,  Iji  Tucson/ 
Los  Angeles  and  Sacramento,  the'story  is  all  the  .same/lt  is  up  to  30 
IxMceiit  in  mo>4  instant's.  T  would  thiiik  it  would  average  around  20 

"  pvirvvA  overfill. /rhiiLiilka^itLuatiQJi.tbat,Qxk^  today,!  :  :  

:  Are  you  then  saying  that  the  po.^sibility  of  labor  which  you  say 
woidd.be  brought  about  as  a  result  of  U'jl.  is  not  operating  at 
the  juvsent  tinu'>'  Arc  you  also  saying  that  this  is  a  means  of  pulling 
uj)  wages  at  the  j)resent  lime  ^  This  is  the  existing  sit uation. 

Mr.  1>  .\i£'rKi:.  riiere  is  siibstantial  unem])loymeiit  in- construct ioij  

IG  pervent  iuMareh  around  tJie  country,  according  to  the  I)(vpartment 
of  Lnlx)r  ligiircs.  I  don't  know  how  many  of  those  are  nonunion 
workers  and  liow  many  are  union  workers/bnt  the  point  I  wa,s  niak- 
•ing  was  that  the  bill  'would  tend  to  i)rovide  at'tracl  ive  employnient 
for  nonuni/)u  workers  wJio-would  participate  in  the  govenimeiit  pit)- 
gram  in  order  to  get  union  wages.  ,       ,  ? 

Mr,  IIawkixs.  Is  that  hai)i)ening  today ?  '  ' 

Mr.  ]\viiTir]K*.  Tlujre  aren't  that  many  public  projects.  • 
\      irr.  IlAWKiNH.  Tt;ii  ai-e  right. 

Mr.  ]\viri:ElKi  Tj/is  would  substantially  enlarge  theMuinlber  of  public 
pi-(^ect.s.   '  ' ;  .:  I 

Air,  IlAwiriN's.  But  this  is  a  pre.seut-day  pix)l)lem  Awitl;i  all  of  its, 
abuses  and. all,  of  it.s  problems.  It  is  not  doing  what  you  say  wouijj/. 
be  brought  :il)f)ut"  as  n  result  of  N.K.  50.  '  ' 

Let  me  go  ov.ei-  to  juiother  jmint  on  the  question  of  the  tradeoff  of 
employment  n^iid  iufliaion.  You  were  given  this*i«haH^hat  Mrs.  Rivlin 
has  submitted  to  the  eonuuittee  in  her  S"tatement.  Th'ere  is  no  i)ait  of - 
this  chart  that  would 'sustain  the  i)oint  that  you  make  of  the  trade- 
o«r  of  enii)loyment  and  jol^s,  and  the  only  i)aH  of  it  might  be  be- 
tween m>9  and  lf)70,'whieh  is  the  only  time  in  which  there  was  a 
corielation  of  .miem])loynienl  and  inflation.  But,  at  iio  other  time  in 
thischiiil  has  it  operated  dilferently. 

Lel^.in..e  just  review  this  .a  little' bit  foi*  yon.  During  tJie  Truman 
adminisf>tilion,  unemployment  was' decrea.sed  roughly  in  this  chait 
from  :*>.f).  to  2.f)  percent,  and  inflation  from  7.8  percx^nt  to  0.8  percent.  -  ■ 
That  is  during  the  Ti'unuin  adminisi ration.  There  W-as  no  (X)rrc,lation 
as  yoii  suggest  during  I^iscuiliower's  a/lministration.  Ciutainly  we 
should  have  had  a  lot  of  coiitrol  oter  price  stability  under  those.con- 
ditions.  But,  the  pomt  is  thfft.  there  was  an  increase  in  unemployment 
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■      ■    ■  ^ 

from  2^9  to  6.7  [x^ixjont  imdcr  Eiscnliower.  The  inflation  rate  Mvent 
fi-oin  0.05  to  1.7  percent.  So  that  certainly  refutes  the  position  that 
you  have  talked  about.  You  .come  now  to  the  Kennedy  and  Johnson 
administrations,  lUid  from  1061  to  1065,  we  certainly  had  relatively 
good,  sti'onor  economic  f^rowtli  and  good  price  stability.  The  unem- 
plormont  rate  was  docrea.sed.  There  wn?j  a  drop  in  the  unemployment 
rate" and  th,en'  was  a  Jpmp  in  the  inflation  rate.  It  was  oiily  1966  when 
the  economrc  f^rowtli  itself  dropped. /'I  don't  know  how  much  effect 
the  Federal  Keserve  Board  had  on  that.  I  am  sure  they  had  some 
effec#'on  that,  too,  between  1066  and  1060,  which  is  the  only  period 
on  that  chart  that  ])ossil)ly  supports  the  (contention  that  there  was 
any  snrli  sn])p()rt  for  the  tradeoff  theory.  Certainly,  since  1060  you 
admit  that -has  trouv  a.sti-ay  and  during  tlu^  past  few  months  in  which,/ 
you  .say  we  Inn'e  recovery — and  I  remind  you  thnt  just  4i  jj^iai's  ago  « 
this  was  also  au  election  year — we  also  ^lad  recovei'v.  too,  and  the 
iMsleral  Keservf  .  r)t)^rd might  Inive  had  j^omething  to  do  with  that. 
We  have  a  so-called  recov-ery  today  and  in  this  recovery  unemplog^^- 
ment-  hits  ni()ve(l  o!it  a Titl  intla t  ion  ratt*s.  ha ve-iuove<l  down. 


So,  from  105O  to  the.  present,  including  the  i*ecovery  jXM-iod  with 
the  i)ossible  exception,  of  the  years  fi"Oni  1060  to  107Q,  was^here  .any-- 
tiling  that  supports  your  helipf  on  wliich  T  supp^)j5e  the  Fe^ei-al  Re- 
serve, policy  is  predicUte^L  that- it  js  necessary  to  ha^x  unemployment 
and  to'contiiuuvthat  indefinitely<^into  the'futuix^  in  order  to*  achieve 
price  stability ?^Tf  yon  are  going  to  go  on  .that  ba^is/aiwi  I  don't  / 
know  I'low  you  are  going  to  do  othenvise,  then  it  seems  to  me  you 
have  no  basis^  on  whiciPto  po.se  some  reasomible  alternative  to  current 
eeononvic  policies  that  will  cert ai ill y.  sacrilice  $3  trillion  and  have  , 
brought  on  almost  $1  trillion  loss  iii  public \-evenues  and  have  thrown  ,  - 
millions  of  persons  out  of  work  based. 'Ou  the  belief  that  it  is  neces- 
sary to  create  unemploymeut  to  fight,  infhitiou, 

T  wouhl  like  to  for  yon  to  comment  on  it  as  an  altenuitive  to  H.R.' 
50,  l)o<^ause  I  \'an  assuio,  you  the  American  people  are  not  going  to  • 
sutfei-  this  type  of  policy  to^)  nuich  longer  in  my  opinion.  '  / 

j\ri-.  Paktek.  Ffrst  of  all,  this  is  not  my  chait.  .  ^  ^^m^, 

Mr.  TTawkins.  Let  nie  furnish. that  as  a  gift.  T  think  it  ^^^^J>^0^;M 
the  stat<Mneut  T  have  jUsSt  niach'  in  terms  of  the  relationship  ^f  c<fti^0-^^ 
nomic  growth,  iuflalion  and  uuem]:>loynient.  T  thiid<:  it  suc>c*^sfii;|[y.^^ 
refntiNs  very  decisively  this  myth  iis  being  juirely  political  'v^^^^0 
ganda,  not  based  on  economic  soundness  and  isn't  morally  jufit  iit  ^ 
socially  desirable, 

.  Tsubnut  that  foi' the  record,  ]\rr.Chairma'nl 

Mr,  Paiiti:!:.  I  think  you  are  leading  the  charf  very  literally.  I 
think  there  is  an  inverse  relationship  between  the  unemploymeut  rate 
and  the  inflation  rate,  and  it  reflects  an  economic  proc^^ss. 

^\y.  ITawkixs.  ]\ri-.  Arthur  liurns  was  quoted  at  tliQ. University  of 
Georgia  speech  in  which  he  denies  it. 

^\v.  Pahtki:,  T  have  read, it. 

Mr.  Hawkins.  Would  you  say  that  he  denied  tliat  this  existed 
-and  that  we  liad  to  readdre.ss  ourselves  to  that  ((ue.stion  ? 

Mr.  l^\lr^':l:.  T  was  going  to  addivss  iny.solf  to  this.  T  think  that 
there  is  a  process  and  that  there  can  be  lags  in  the  relationship!  But 
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I  road  tlic  cliaif  n.s  iM.licatiii-  that  ti.eiv.is  an  association  between 
nidation  ai.,1  inR.mpIoyinont,  I  boliovc  it  is  Ijoconiin-  more  extreme 
over  tins ^.(-rKxl  Jl.at  is  a  coininciK.  1  doivt  think  von  ouRht  to  be 
too  bteniKn.  relntn.jr  tl.o  two  .birin-  ai.  exact,  ti.no"  period^  because 
ot  leads  and  la<rs  111  the  (roiioiiiic  ])r(Kvs,.<.  ^ 

T  would  i-allior  not  sa.v  tliat  wliat  yon  liavo  to  liave  is  niifinplor- 
nieiit  m  or,      to  l.avc  a  low  rah-  of  pric.^  increase.  T  tliink  the  asso- 
Mii  i()ii  really  is  l„.|  wc(.n  (.X|)aiisiv(.  econoinic.  conditioiis.iVil,!  inilation, 
i-at^ier  (Jiaii  hetwecii  iiiieiiiiilbyiiK.iit  and  inflation.  The  fiict  of  tlie 
matlor  is  that  cxpan.si v,.  ..cononiic  coiidifroiis.  wliidx  tend  to  breed 
inflation.  .  t.  usually  lucva.^e  job  opport.imifies'  and  tliereby  redute 
•he  iiiieniidoyinciit  rate.  Hiit  the  uneniplovnicnf  rate  i4  a  falioul  vou 
niifrhf  say,  lion,  th,.  p.-rforn^uice  of  the  w'.onoiiiv.  There  is  no  neces- 
sity, as  tlie  cluuinuui  .said  in  Ids  Georcria  .speech,  {h  tolerate  iinem- 
.loynient  over  an  (.xtended  pcjriod  if  we.,  n-cofrnizel  the  ineouity  of 
l.e  uneniploynu'-nt,  and  if  we  take  into  account  the  pos.sibilify  of 
/irrovidinnr  the  (Tovernnient  as  an  ejii|)]over  of  last  ivsort  ftt  tiie.iiiini- 
^_nuni.i. -w;,^r(v  vvhich- was  his  point.  This  T^-ould  take  the  nnemployed 
ont  of  a  den.„rali/.(.d  condrtioii  juid  they  M-i}|  have  ji  job— a..proci^K'.- 
■tIvc  joi,  (hat.is.acc()nij)li.shin-  .something,  rather  than  drawincr  „„- 
(Mnplovn.(..u(.(oinp,.n,sati(>u-or  welfare,  l^it  the  jobs  should-  not  be  so' 
a   ractive  as  to  i)r(.veii(  them  froni  lookin-  for  and  soekin-  l>etter 
.•titernative  .soniccs  of  employment.  I  believe  tliat  is  what  the  ch-iir- 
niaii  .said  in  -(H'oifrin.  I  haven't  read  the  .speech  since  he  frave^it.  but 
lliaf  IS  my  recollccf  ion  and  1  a<rree  with  that. 

I^it  I  do  want  to  say  that  I  am  wi-y  nnich  conunittexl  to  the  con-' 
ce.pl  of  eeoiioinic.  (le\^/tT)|)Tvieiit,  as  a.  pmcPss  wi^h  leads  and  hiirs  and 
lilTi' >"">"-^Vn""^'^  pr^l,l,Mi,s  develop;  sonietinms  yo\i  have  some 
frood  hick  I  Ih^  also  that  a.  very  literal  time  period  i-eadin-'  of  a 
chart  could  do/flic  existence  of  that  process  soirfb  disservice 

Mr.  H,\\VKr,\s.  That  is  why  that  chart  frives  a  longer  periwl  of 
(line.  Ion  caniiot.judfre  f,.„ni  month  to  month  und  I  do  not  draw  the 
op  iiiiisni  that  y6u  (k)  when  you  draw  the  conclusion  that  we  are 
well  on  the  way!  I(.  Te-covcry.  T  would  hope  that  we  coiild  sec  that 
tfieiy  are.  dan-er^i  ahead  nndMiat  every  recovery  has  left,  us  worse 
off  tliiin  the  previous  one.  I  think  it  is  up  to  ns  to  see  if  tbi.s  recovery. 
It  It  IS  indeed  a  recovery,  not  just  an  election  year  jriinmick,  leaves  ns 
Ijetter  off  than  the  In.st  one  did.  Becaii.se  if  it  doesn't.  I  t.]ii,ik  real 
daiifrer  IS  ahead.  ■•  . 

I  agree  with  your  final  .•statement  on  pa<re  14  when  yon  say 
M^Ifi"''  coimiMt  ourselves  to  the  broad  Koals  of  tlio  lO-lO  act?  we 

'S^z:.  '^';Vf::ia;::,'!:';;,";i'."'^r  -  ~ 

With  tlie  exce|)t.ioii  of  the  reference  to  TI.R.  .50.  may  I  say  I  atrree 
with  that  statement.  That  is  what  U.K.  .50  is  all  about,  and  that  is 
wliy  T  (|„est.ioi.  whether  yon  really  read  the  bill  or  whetlier  or  not 
you  .see  other  complications  to  what  T  consider  to  be  a  very  ijood 
ii<!t.nfv"'      "         '  ^  ♦'■'"'^  1'"^  Romewliat 

T  thank  von. 
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Mr.  Daxikls.  1  will  ask-nnaniinous  consent  thaMho  c^niit  entitled 
"U.S.  Economic  I Vrfornianci'.  Under  Varions  Xational  Administra- 
tions with  Various  A])i)roaches  to.Xjitionul  Economic  Policy"  be 
incorporated  iii  tho  rccoixt  at  tliis  {joint.     ^   ^     -  .  \ 
^    [The  cFmrt  referred  lo  Mlows:  I       .    \  ,  ' 


U.S.EGONOMIC  PERFQRMANCE.UNSER  VARIOUS  NATIONAL  ADMINISTRATIpNS 
WITH  VARIOUS  APPROACKES  TO  NATI0N,6jL  ECONOMi§J?OLlCY^ 


C£On. CroMlh Roll        Unit^fjloyrrif^  FifitYt  Lo»tYf.        *       ^  (nfiolion 

(full't.m«T  •  V  \ 


-ISX  29^' 


7 


Infiction  Rati  Ava  AnaSo'piut  ' 

FiritYi  ,Lo»t  Yr  or  Offif  ii »  ' 

(CPl.)       '       '        Tftf  BudQtf [ 
(fijtcal  YkofvBilIioniT' 

78%  , 


7" 


.      6  7%. 


Kflnrefiy -Johnson 


■AQY,  -       47%  - 


15  V. 


1969 -i  975 


66Y. 


91% 

3  9%  pFTT?  ■ 


m  *Hic>io<  w(>«i,in«)iri»,»«>  of  an*  A4ii«i>tra'i«n  .«  aiutinKU  cm  tn«  i«ti        «'      p*«c»«i3'fl9       .flVf^t-o"  i475»9j'«i. 


♦  $2  4 


LJ 

•$64 


COST  OF  DEPARTURES  FpOM  FULL  ECONOMY.  1953-1975 


'54     '55      '56     '57     '58  ^'59      '60      '61      '62      '63     '64  -65 


2i8 


316 


Mr,  Danikls,  Mr.  Gaydos. 

Mn  Gatoos.  At  page  15  of  tlie  bill  and  paiticidarly  subsections 
(3)  (a)  and  (3)  (b).  I  submit  it  outlines  the  contix)ls  or  dii-ections  of 
„the  Federal  Reserve  Board  system,  under  the  theory  of  this  act,  if  it 
IS  going  to  work,  and  that  is  where  I  direct  your  attention. 

Lot  me  Jisk  you  generally,  could  the  Fedenil  Reserve  Board— and 
some  people  call  it  the  foui-tli  anu  of  government— do  you  tliiuk  they 
can  deal  with  those  sections  involving,  for  instance,  the  monetary 
support,  interest,  rates,  credit  available,  and  then  the  Bmird  of  Gov^ 
ernors  under  (b),  page  16,  shall  trausinit  to  the  Pivsident  ceiiaiu 
repoi't.s.  The  President,  of  coui-se,  luis  the  final  veto  ix>wer  if  it  were 
'  to  become  law.  * 

Mr.  Partkk.  No,  sir.  We  tlon't  like  that,  as  I  said  about  midway 
through  the  testimony.  We  tliink  that  introducing  the  Executive  in- 
to the  process  with  his  own  proposals  for  monetary  policy — creating 
m  eJfect  a  competition  between  the  Pix^sident  and  .the,  Fedeml  R«^ 
serve^would  be  destructive  over  time.  It  might  work  for  a  while,  but 
there  are  points  in  time  v\hen  it  could  be  quite  hanufid.  We  would 
prefer  to  see  the  type  of  relaticmsliip  strengthened,  if  you  will,  be- 
tween the  Congress  and  the  Federal  Reserve,  rather  than  between 
the  Executive  and  the  Federal  Reserve. 

^Ir.  Gaydos.  I  want  to  get  that  positiou  ^'erv  clearly  on  the  recoixl. 

Thank  you  very  nuich. 

Mr.  Danifxs.  Mr.  Sarasin. 

Mr.  Sarasix,  T  again  would  like  to  thank  voii.  I  a,ssiune,  since  the 
Pedei-al  Reserve  Board  ha,s  been  blamed  for  all  of  the  ills  of  the 
CH^onomy,  that  you  can  take  emlit  for  the  success  and  the  recovery 
that  is  now  occurring,  but  T  haven't  heard  anyone  give  you  credit 
for  that.  I  guess  you  can't  take  all  the  credit,  but  I  don't'think  you 
should  take  all  the  blame. 

I  think  thei-e  are  a  lot  of  factoi-s  that  touch  on  the  economy,  some 
well  beyond  our  control,  such  as  the  Arab  oil  embargo.  So  you  have 
to  deal  with  an  in-esponsible  Congress,  anrf  I  would  think' that  has 
a  big  effect,  on  the  health  of  the  couutiT.  T  wonder  if  you  Svould  com- 
ment on  my  last  remark. 

Mr.  Partee.  One  uoeds  to  divide  tho  budget  deficit  i^esults  be- 
tween those  that  are  cruised  by  the  shortfall  in  the  economy  and  those 
that  are  caused  by  incroased  spending  program.*^  for  which  tax  pro- 
vision isn't  juade.  A  substantial  pait  of  the  recent  very  large'deficits 
of  SGO  or  $70  billion  is  a  product  of  the  shortfall  of  the  economy.  I 
don't  believe  that  this  is  basically  inflationary.  There  can  be  differ- 
ences, of  course,  as  to  what  constitutes  full  employment  revenues.  It 
IS  a  trick-y  business  t6  make  that  estimate,  and  I  tliink  those  revenues 
often  tend  to  bo  overestimated.  But  T  would  say  that  a  large  part 
of  the  deficit  we  have  seen  is  not  inflationary  because  it  resyilts  from 
a  weakness  in  tlve  economy  and  in  effect  substitutes  public  purchasing 
power  for  private  purchasing  power,  and  public  access  credit  for 
private  tapping  of  credit  markets.  It  fs  a  tricky  problem  in  a  demo- 
cratic society jito  keep  public  pmgrams  from  expanding  too  rapidly 
and  absorbing  too  much  of  the  national  output,  and  to  see  .that  the 
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progntius  that  arc  api>ix>ved  iiiv  matched  by  an  appropriate  tax 
revouuo  provision. 

In  that  connection,  tlio  ivstablislnncnt  of  the  Budfj:et  Committees  in 
borii  the  Senate  and  the  House  n\ark  a  ix>al  effort  to  do  something,  to 
do  some  bahmcing  of  cost.s  and  benefits  and  to  know  what  is  suitable 
and  wluit  isn't.  But,  of  coui*se,  only  time  will  show  whether  it  meets 
the  test. 

On  your  other  comment,  I  am  pleased  you  made  it  because  if  should 
have  bw-n  made  at  st)m(»  point  in  this  inquiry.  I  believe  that  the 
Federal  RestM-vc  has  a  considerable  influence  on  the  economy  via  the 
policies  that  it  conducts.  But  I  don't  think  it  is  all  powerful  or  any- 
thing else-  like  it.  There  ain?  limits,  certain  limits  to  how  much  you 
cjin  expect  of  monetary'  policy.  It  does  have  to  cx)mpe.te  with  many 
other  factoi-s  and  it  cannot  take  account  of  all  of.  them.  Monetary 
policy  is  often  referred  to  as  the  be-all  of  economic  development.  On 
the  basis  of  my  observation  I  would  say  that  is  a  gross  exaggeration. 
It  is  important,  but  not  all-iinpoi-tant. 

Mr.  Sauasix.  I  would  like  to' thank  you  again  for  the  time  you 
have  spi^nt  with  this  committee.  1  think  you  have  Ix^en  most  helpful 
in  our  del il)e rat  ions. 

Mr.  CitAiuSiAX,  I  yield  back. 

Mr.  Daniels.  Thank  you/Mr.  Partee. 

Our  next  witness  is  Alice  Rivlin,  director  of  the  Congressional 
Budget  Office.  I  notiqj.vou  have  a  statement.  You  may  submit  it  for 
th^' record  or  you  may 'sUiinn arize  it  3,\\y  way  that  you  desire  to.  You 
ha^:e^the  option.  . 

■ft*''  ^ 

S^XtEMENT  of  aI^ICE  M.  RIVLIN,  DIRECTOR,  CONGRESSIONAL 

BUDGET  OPFICE 

Mi-s.  RivLix.  T  would  like  to  mid  part^;  of  it,  if  that  is  ali  right 
with  you.  I  appreciate  this  opportunity  to  be  with  you.  today  and  to 
comnient  on  IIR  50,  the  Full  Emplo\Tiient  and  Balance  Growth  Act 
of  1076. 

Unemployment  is  a  continuing  human  problem  as  well  as  an  eco- 
nomic problem.  At  piesent,  the  rate  of  unemployment  is  far  above 
its  average  during  the  Lust  25  yeai^  for  ever>'  sizable  group  in  the 
Jubor  force.  Overall  the  latest  reading  is  7.5  percent,  a  gap  of  2.6 
percentage  points  al>ove  the  1050-1975  average  of  4.9  percent.  For 
some  groups,  the  gap  is  smaller;  for  adult  white  miiles,  for  example, 
the  cnri'ent  i^te  of  5.1  pera^nt  is  1.5  points  above  the  long-term  aver- 
ago  of  3.6  percent.  For  some  groups,  the  gap  is  larger;  for  teenagers 
the  current  rate  of  19.1  percent  is  5.4  points  above  the  long-term 
average  of  13.7  percent.  For  .nortwhite  teenagers,  the  current  rate  is 
an  alarming  35.9  percent,  9.6  points  above  the  long-tei-m  ayerage  of 
26.3"^ percent.  Chart  one  shows  these  comparisons  of  current  and  aver- 
age unemployment  rates. 

Fortunately,  tmemployment  rates  have  been  declining  recently 
and  are  expecte<l  to  continue  declining  at  least  over  the  next  year- 
and  probably  beyond  then  as  well.  In  its  recent  annual  report,  the 
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;ts  cun-ont       peTcont  lato  to  the  lon^-tcnn  avoram.  of -4  rirS 

..nll-!^'''  °^  ^•^'•^  Economic.  Committeo,  we  aro  now 

«oiknijr  on  an  econonuc  analysis  of  II  R  r.O  (hnwinVr  on  ^ 

rhc  req.urenu-nts  for  roachinp  the  <>oal  of  3  percent  adult  unen, 
plovment  depends,  of  co.u^,  on%vho  is  ^la5^ifie<l^^n  axh.     A  use 
a  es";s',^u^ilv"i'n"         '■'^'""^      l^^'        overall  nne'l  ioyn  ent 
tht:o?)^;S'iUo'Mr''^^'^  nnemploymen't  rLe  of 

Table  2  containing  more  precise  comparisons  vear  bv  year  shows 
ien  TU  "  '""'^  ^".^^•■^'"^  differential  has  ranged  Um  Oe  rr 
co"  d  ?ecW^,Tf?ff^^'*':°"r''  <l"no?r.-apliic  factors  in  the  fufnre 
dS  e  tl,„f  f1.  i     ^l'ff«r^"t'-'^l-  pio]e<;t.ons  by  the  Urban  Institute  in- 

Tl  ns  il  J     "PP,"^-^™*^'  «Pi-o^Hl  will  pe,-sist.  throuf^h  1980. 
refeSir  to  n  -T^'"    "!     ^'n      nou.teenape  unemplovmcnt,  we  are 
retorrinp  to  a  4  percent  ovei-all  rate.  -If  we  include  .some  or  all  of  the 
under-20  ^roup  in  the  definition  of  adult,  then  a  3  pTceJt  i^oal  fo? 
adults  moves  claser  to  a  3  percent  overall  rate  ^  " 

iJom;Ve1hynioi/^*'^""''r*°'"-"^      ^"f"^*^"^  ^«  workers  to 

reco^ize.  that  tlieir  unemployment  problem  has  soecial  riu^  nr. A 

can    o  some  e.xtent  be  dealt  with  sep^arately  f^J,,  th^  ^nrS^^^^^ 

of  other  workers.  Amonp  special  cau.scs  of  youth  unemplolSrare 

re«en   rapid  .nci^ase.s  in  the  teena^je  population,  pSms^oTwork/ 

-school  transition,  and  lepal  refn.lations  governing  employment  and 

labor  conditions  which  have  their  greatest  impa/on  yoX 
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Pohcies^to  dwil  wUli  some  of  these  special  factor  may  have  rela- 
tivBiy  httle  Oiffect  on  the  unemployment  of  those  20  and  over,  while 
policies  which  bring  the  20  and  over  unemployment  rate  down  to  3 
pei-cent  will  in  all  likelihood  leave  the  teenage  unemployment  rate 
far  above  3  percent. 

It  wouUl  tAke  an  exti-emely  rapid  rate  of  growth  to  get  fmm  to- 
day s<, 5  percent  unemployment  rate  to  a  nite  consistent  with  3  per- 
oxnt^ajdult  unemployment  in  4  yeai^  or  less,  even  if  adults  are  de- 
nned to  include  only  those  20  years  and  over. 

The  President's  budget  message  for  tliis  year  contained  a  set  of 
lP^^^iin-i^^^^^^^^^^^  assuming  an  a\-erage  gmwth  i-ate  of  6.3  peixient 
fix)m)i^i)r  i  to  1980,  and  found  this  rat(5  to  bi^  consistent  with  reaching 
a  5,2  peiwnt  unemplo}^uent  rate  in  1980, 

A  3-year  rate  of  growth  of  6,3  percent  starting  after  2  years  of 
recovery  would  be  well  above  the  mnge  of  United  StatCvS  experience 
during  the  hust  30  yeai>i,  and  yet  the  pmjected  terminal  unemploy- 
ment rate  is  well  above  3  ixMceiit  for  adults.  Other  projections  migiit 
,not  produce  exactly  the  same  numbei^  as  the  Administration's— in 
particular,  the  i-apid  drop  in  unemplo3.nuent  since  December  should 
lower  slightly  the  growth  rate  i^iuii-ed  to  reach  5.2  percent  by  1980 
— but  the  siime  general  conclusion  would  emerge. 

Sustained  highly  expansionary  general  fiscitl  and  inonetai-y  policies 
or  special  employment-creating  policies  are  probably  neede^l  to 
achieve  the  goals  of  the  bill  within  a  few  yeui^,  imless  there  is  much 
more  strength  in  the  private  sector  than  is  suggested  by  any  current 
evidence  or  recent  iH50iiomic  projections. 

Two  of  the  risks  of  vigorous  pnrsuit.s  of  a  low  imemployment  rate 
are  that  inflation  will  accelerate  and  that  some  of  the  special  measures . 
to  create  jpbs  or  to  restrain  inflation  will  prove  ineffective  and  waste- 
ful. The  luflation^risk  is  probably  greatest  if  sf.andard  monetary  and 
fiscal  measures  am  the  main  policy  tools  used  to  achie\*e  low  unem- 
ployment. 

Reliance  on  special  einployment-civating  policies  should  reduce 
the  inflation  risk,  but  at  the  cost  of  increasing  the  danger  of  in- 
efficient and  wasteful  progranis. 

Economists  are  far  from  agreement  about  the  magnitude  of  the 
inflation  risk.  Generally,  accelerating  inflatioH  has  corresponded  to  fall- 
ing unemployment,  vice  versa,  as  the  much  discussed  chayt  2  seems  to 
illustrate;  but  the  relation  is  far  from  perfect  or  unchanging, 

Mr.  Hawkins,  What  degree  of  im})erfection  do  you  see  in  that 
chart  that  you  have  submitted  to  us?  It  supports  the  thesis  that  ris- 
ing unemployment  has  produced  a  gi-eater  price  stability.  Is  that  the 
reason  for  including  that? 

Mrs.  RivLiN,  That  is  the  reason  for  including  that  chart  and  I 
think  not  just  the  chart,  but  most  

Mr.  Hawkins.  Wh ich  part  of  the  chart  says  that  ? 

Mrs.  RivLiN.  I  think  just  looking  at  the  chart' which  is  on  page 
1^-         .  ■  g, 

'  Mr.  Hawkins.  Does  that  i^elate  to  th6  economic  performance  since 
1969  and  sustain  that  thesis  ?  - 
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Mi»s.  RivLix.  Let  mo  answer  the  first  part  of  the  question  first, 
Whcti  the  unoniployment  rate  is  down,  in  general,  the  inflation  rate 
moves  the  other  way.  Now,  the  experience  since  theji  

Mr.  Hawktxs.  The  unemployment  <roes  down,  inflation  goes  up? 

Mi's.  RivLix.  When  unoniployment  goes  down,  inflation — — 

Mr.  JTawkins.  Inflation  gr>es  up.  Tliat  is  the  statement  yon  niade,^ 
isn't  it?  I  think  your  chart  says  that  in  effect.  That  is  why  I  am* 
wondering.  T  tliouglit  nmybe  someone  in  your  staft'  had  thrown  that 
chart  in.  I  didn't  give  you  credit  f or  including  it.  ^ 

Mrs/liiVLix.  You  don't  think  in  genenil  that  "when  unemployment 
is  down  and 'labor  markets  are  tight  and  employment  is  high  that 
inflation  tends  to  risi>? 

Mr.  il.vwKiNS.  Now  you  ai^e  getting  int<Hthe  ti*ade-off.  T^t's  go  on. 
T  ju.st.  don't  think  thcchart  does  what  you  sjiy  it  does.  But  I  wanted 
to  express  an  opinion  at  this  time,  I  think  your  chart  is  veiy  misr 
leading,  to  say  the  least  and  I  think  you  protected  your  .self  by  saying 
'^generally/'  That  is  why  I  wantetl  to  know  the  degree  of  inipei^ec- 
tion  that  was  in  it.  „ 

I  am  sorry  if  T  interrupted  yoii.  • 

Mrs,  KiVLiN.  We  can  coine  back  to  tliat,  I  would  certainly  stand  by 
the  point  that  in  genei-al  the  experience-  has  been  that  a  t:ight  labor 
market  and  low  unemployment  nites  do.  generally  go  with  rising 
prices.  It  is  not  a  perfect  i-elationship,  but  it  has  certainly  generally 
been  the  experience  of  most  advanced  economies  over  the  last  period 
of  which  we  haw  data. 

The  risks  of  inefficient  or  wasteful  programa  depend  on  which 
special  employnient-civating  or  inflation-restraining  policies  receive, 
the  greatest  emphasis.  T  .shall  restrict  niy  comments  to  public  em- 
ployinent  programs,  although  it  is  important  to  keep  in  mind  that 
public  employment  is  only  one  among  many  policy  tools  which  could 
be  utilized  under  H.K.  50.  ^ 

It  is  useful  to  st^pamte  public  employment  which  is  desigiwl  tx> 
deal  with  structural  problems  of  high,  long-nui  unemployment  of 
certain  groups  from  public  employment  as  a  countemyclical  policy, 
A  public  employment  program  ifo  deal  with  stmctural  problems 
would  be  dii-ected  toward  unskilled  and  other  di.sadvantaged  indi- 
viduals. Such  a  program  could  be  a  supplement  to  i?tandard  fiscal 
and  monetary  |X)licies  even  if  full  reliance  iwere  placed  on  these 
policy  tools  for  combating  cyclical  unemployment.  Unskillexl  and 
disadvantaged  workers  have  high  unemployment  rates  even  in  rela- 
tively tight  labor  market.s.  '  ^ 

They  hold  ]ol>s  at  the  bottom  of  the  labor  ih^VkferiiierSrchy,  pre- 
domiuantly  as  laborers  and  low-level  sales  and  services  workers.  They 
experience  far  more  freiquent  spells  of  unemployment  than  other 
workers. 

There  is  little  ince«ntive  for  employer  or  employee  to  maintain  a 
long-term  work  relationship  since  there  is  little,  if  any,  on-the-job 
training  and  hence  no  payoff  in  seniority.  Job  satisfaction  is  low, 
and  this  also  weakens  job  ties.  The  employer  c^n  nonnally  find  an  un- 
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skilled  replarenieiit,  ami  in  tight  kbor  niai^kets/ the  workei'  can  find 
another  pooi-  job, 

A  structural  proyi-iini  to  ivdnco  the  i  mom  pi  ojnnent  rates  of  the  un- 
skilled and  disadvanf^igcil  should  focus  on  measures  to.  sti-erigthen 
job  attachment.  Training,  together  with  the  provision  of  opportu- 
uitios  for  upward  mohility,  would  presumably  bc'important  compo-" 
nents  of  such  u  procrram.  A  risk  of  a  prograjm  of  this  kind  is  that 
it  might  be  inetl'ective,  and  hence  add  to  the  cost  of  Government  with 
little  i*esultin<j;  benefit.  Triijjiing  programs  of  the  1060's  do  not  oiler 
strong  ground  foi*  encouragement  on  this  score. 

Anothei-  i)assiblc  outcoinc  of  a  stnictni-al  public  employment  pro- 
gram is  that  it  would  provide  more  atti*active  jobs  than  private, em- 
ployer.s.  Indeed,  this  feature  would  bi^  inheiv.nt  in  the  pi-ogram.  A 
disadvantage  of  this  result  could  be  that  it  would  drive  up  wapes  in 
low-k'\'el  private  .sectoi*  jobs.  At  the  same  time,  however,  this  feature, 
couhl  draw  more  attention  to  improvhig  the  (jiuility  of  working  life 
in  the  private  sector.  This  has  been  the  case  in  certiiin  European 
countries  that  enacted  job  guarantee  programs  in  the  1960's. 

Upgrading  working  conditions  in  low-level  private  sector  jobs 
coidd  be  facilitated  by  a i)propvi,rt^e  .-subsidies  to  business  for  :^-ovi4: 
ing  training  aiul  an  impi'ovcMt-'^voi'king  environment.  To  the  extent 
that  increased  training  and  betteif  Worknig-CCMijlitions  enhance  worker 
product ivitv,  the  Jnfhitonary  ettets!^:  of  .'^wage  inca-eases  would  be 
otfsot,     '  '  . 

A  coimtercyclical  public  sei'VMce  eniplo\Tneiit  program  shoidd  not 
be  confused  with  the  structural  i)rogram  because  its  aims  are  differ- 
ent. The  idea  Ix^hiuM  'a  comitercyclical  public  employment  program 
is  to  provide  woi'k  as  an  altei'uative  to  income  transfei^  for  ])ei*soiis 
who  are  unemployed  iK^cansc*  of  tem|X)rarv  cyclical  factoi^s,  not  be-  " 
eaust^,  of 'theii-own  ch;u^ctci"istics.  * 

T^roviding  woi-k  for  the  cyvlicallv  unernployed  makes  sense  in  that 
useful  services  can  be  perfoniied  by  people  v%-ho -would  otherwise  be 
idle,  Fni'ther,  work  as  an  alternative  to  inconie  transfers  may  im- 
l)rove  an  in(li\'i(luars  sense  of  pride  and*^ self-esteem  while  at  the 
same  time  maintaining  work  habits  and. skills. 

If  a  public-  service  employment  pmgram-  is  to  remain  strictly 
countercyclical,  that  is,  automatically  fa(ling  out  as  private  •omploy- 
ment  recovei-s,  it  should  not  offer  options  that  arc  more  atti^ctiye 
tlian  the  private  sector.  . 

Wages  should  be  kei)t  lower  than  p'iivate  sector  alteniatives, 
although  higher  than  unemjiloyment  compensation,  and  workihja; 
conditions  should  not  Ix^  unduly.  attrHctive.  Individuals  should -^be 
encounigod  to  move  into  private  sector  or  regidar  State  and  local 
goveriunent  jobs  when  openings  become  available.  In  these  respects, 
a  wbll-designed  countercyclical  program  diff'ei*s'''from  ,.a  structural 
program. 

One  risk  of  a  conntercvclical  public  employment  program  goes 
imder  the  iiame  of displacimient.  ITsuaUy.  displacement  refers  to  the 
use  of  public  employment  funds  by  State  arnl  local  govemmentf?  to 
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of  output  \tL^<l'ana^^^^^^^  Lat  i.s  reflected  iu  a  lower  level 

viduaLs  it  rWresentrnot  ,mlv  ^n.«  of  -n  ^•"^''"'■-^•'y  l>e  produced.  For  indi- 

<leteri,,rationV  liiis  and  damaLe  ^o  1  '  n  "  %  "'■T'"'"'          j"Wessness,  but 

even  at  hkh  levels  of  aKCT-ecaTp  et,'","  P""'  ""^^  self-esteem;  Moreover, 

minorities,  teertager"   anTsome  "nemploymeut  problems  persist 

important  noT  j^Vs^to  re  torTfu    ran.^^^^^  Reducing  unemployment  is  U.us 

opportunity  to  JaKtl-tX  iu  tblto^^^^^^^^^^^^^^^  P-^ide  the 

i^,f-  ^^^'^^^'L^n,  the  .ast 

:ver.^'^0=^^ 

current  rate  of  19  1  perSut  TL  ZZl  „     ^""^J"'  '  ^<""  teenafier.s  the 

percent.  For  n,,„whitr  SKer;  the  0™  13.7 
0.0  point.s  above  the  long-te^  avera^of  ".of  Ucent  "^^^^^^^^^  ^\'r'' 
comparisons  of  current  and  average  unemploymLrrares  '  '^'^ 

•V  ,  2  ^  D  • 
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Fortunately,  unemployment  rates  have  M)een  declining  recently  and  are  ex- 
pected to  continue  declinin;;  at  least  over  the  next^year  and  probably  beyond 
then  as  welL  In  its  recent  annual  report,  the  Congressional  Budget  Office  pro- 
jected an  overall  unemployment  rate  of  7.0  to  7.5  percent  by  the  fourth  quarter 
of  this  year  and  6.4.  to  .^.1)  percent  by  the  fourth  quarter  of  1977.  These  esti- 
mates are  based  on  the  assuinptipn  of  a  "current  policy*'  federal  budget,  one 
that  extends  existing  .spending  programs  and  . tax  laws  without  any' cutbacks, 
new  initiatives,  or  substantial  changes  in  government  efficiency.'  Table  1  show^j*" 
the  CBO  forecasts  for  unemployment  and  several  other  key  indicators. 

While  the  projections  clearly  point  to  an  ifuprovement  over  the  current  situa- 
tion, they  bring  uueniployment  less  than  halfway  from  its  current  7.5  percent 
rate  to  the, long-term  nverage  of  4.9  percent.  Can  we  do  better  than  this  unem- 
ploy pient  forecast  over  thQ  next  two  years? 

CHART. l-^UNEMPUOYMEMT  RATES,  LONG-TERM  AVERAGE  AND 

MARCH  1976  ^     ■  . 


my 


ECONOMIC  PROJECTIONS,  1976  AND  197: 


Economic  indicators 


Actual,  ■  - 
1975:  IV   1976:  IV' 


Projected  range  Projected  growth  rate  (percent) 

1977: IV  1975:  IV  to  1976: IV  1976:  IV  to  1977: IV 


GNP,  billions  of  current  dollars.  1,  573  1,75510  1,775...  1.955  to  1,975...  +11.5  to  +12.8...  +10.7  to  +12.0. 

GNP,  billions  of  1972  dollars. . ,  1, 216   1,285  to  1,300...  1,355  to  1,375...  +5.5  to  +7.0  +5.0  to  +6.5. 

General  Price  Index  (Gt<P  de-  -  -  --  -  -  -  - 

flator,  1972»I00). 
Consumer  Price  Index  (1967 °> 


100). 

Unempl(^ment  Rate.. 


'  129  135  te  13l..rri  142  to  146... .TI  ^+5.0  to  +6.*5"r"  +417  to  +6.*2.* 

166   174  to  177          183  to  188.  +5.0  lo  +6.5  +4.7  lo  +6Z 

8.5  7.0  to  7.5  6.4  to  6.9.  


Source:  Budget  Options  for  fiscal  year  1977:  A  report  to  the  Senate  and  House  Committees  on  the  Budget,  Congressional 
Budget  Office,  Mar.  15,  1976,  p.  20. 
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And  can  u-e  do  better  than  the  long-term  averages  over,  say,  the  next  ten 
years?  I  beheve  that  the  answer  to  both  questions  is  yos.  bnt  that  doing  better 
both  reciuires  departures  from  current  policies  and  carries  siguilicant  risks.  Let 
me  tnrn'flrst  to  the  policies,  and  then  to  the  risks.    •    '  •  -^^^ 

POLICIES  TO  STIMULATE  E.MPLOYMENT 

Many  policy  tools  which  could  improve  our  unemployment  performance  are 
referre<  to  n  ILR  50.  The  bill  refers  to  standard  flsc^al  and  monetarj  i^l^^^^ 
tools.  staudlj^>;  public  works,  antirecession  grants  for  state  and  local  govern- 
ments, aud  skill  training  ni  the  public  and  private  sectors.  It  also  refers  to  mi\h 
he  service  employment  programs  which  could  provide  job  opportunities  for 
adult  Americans  Who  are  unable  to  lind  work  until  a  target  of  3  percent  adult 
iniemploynieiit  is  attained.  TJie  goal  of  3  percent  adult  unemployment  is  to  be 
attamwl  in  4  years  or  sooner.  Not  only  would  the  President  be  require<l  in 
each  annual  economic  report  to  reconfinend  minierical  goalsofor  employment 
s^pporu'if^h^^^^^  ^'"^  ^'"^  ^^■ould  also  recommend  which  policies  to  use  in 

Further,  regional  and  structural  employment  policies  are  identified  to  reduce 
nnemployiiieii  of  both  labor  and  capital  in  certai.i  areas  of  the  country  to 
reduce  unemployment  for  certain  ^^roups  within  the  labor  market.  These  policies 
do  not  iiic  u<le  modifying  the  fe<leral  minimum  wage  or  the  Davis-Bacon  Act 
staiidanls  to  which  employment  under  tlie  bill  would  be  required' to  adhere  For 
eeiiagers  the  President  is  required  to  submit  to  Congris«  a  comprehensive 
;|^>outh  euiployiuent  program  within  f)Odavs  after  eiiactiiient 

.  The  bill  also  contains  recomniendatitms  for  anti-inflation  policies  to  supple- 
ment nicmetary  and  fiscal  policies.  These  include  nieasftres  to  ensure- adequate 
,  supplies  of  scarce  commodities,  particularly  f,K)d  aud  energy,  recommendations 
to  strengthen  aud  enforce  antitrust  laws,  measures  to  increase  productivity  in 
the  private  sector  and  Pecoiiinieiidatior^  for  administrative  and  legislative 
actions  to  promote  reasonable  price  stabihty  (presumably- some  form  of  price 
or  wage  controls  or  guidelines)  if  serious  inllati«nan-  pressures  arise 

Tlie  Congressional  budget  Office  analyzeil  and  compared  some  employment- 
stiaiulatiiig  policies  m  a  report  issued  last  summer.  Temporary  Measures  to 
Stimulate  Employment.  The  reiK)rt-coiicluded  that  a  number  of  tl^ese  policies 
'  ranged  higher  than  standard  tax  or  spending  changes  in  number  of  jobs  which 

^^'i    1  -^P^"^  billion  dq^llars  of  additional 

fe<leral  deficit.  ^^  e  are  now  working  on  an  economic  aiialystTTJf  H  R  50  at  the 
request  of  the  Joint  Economic  Committee,  drawing  on  the  earlier  report  and 
other  sources.  The  study  is  not  complete  and  it  would  be  premature  to  try  to 
anticipate  its  findings  here.  '  .  ^         -y  "-"^  . 

What  may  \ye  useful  at  the  pptv«^ent  time  is  some  comment  on  two  statistical 
matters  relevant  to  full  employment  i>olicies  iu  general  and  H.R.  50  in  particu-^ 
n^nvnllnf      1  relation  l>etween  adult  unemployment  and  total  iipem-' 

pioyment.  and  J2)  the  relation  between  unemployment  go^ls  and  growth  rates 
.loIl'^H^'T''"''-^''"^"  reaching  the  goal  of  3  percent  adult  unemployment 
depend,  of  course,  on  who  is  classifie<l  a^  an  adult.  A  useful  rule  of  thumb  in 
this  regard  is  that  the  overall  unemployment  rate  is  roughlv  one  percentage 
point  above  the  unemployment  rate  of  tho.se  20  year.^  and  older.  Table  2  con. 
?i>A"^.i°'''y^«^''^"^^*^\  compariscnis  year  by  year,  shows  that  since  the  early 
lOGOs  the  differential  has  rangetl  from  O.G  perceni:  to  1.2  percent.  .Uthough 
demographic  factory  in  the  future  could  reduife  this  differential,  projections  by 
incn  ^Ji" "  Institute  indicate  that  this  approximate  .spread  will  persist  through 
l»bU.  Ihu.s,  If  we  speak  of  3  percent  non-teenage  unemployment  we  are  referring 
to  a  4  percent  overall  rate.  If  we  include  some  or  all  .  of;  the  under.20  group  in 
the  definition  of  adult,  then  a  3  percent  goal  for  adults  m6ves  closer  to  a  3 
percent  overall  rate.  . 

'  It  is  not,  I  feel,  discriminatory  or  insult ing  to  young  workers  to  recognize  that 
the  r  unemployment  problem  has  special  causes  and. can  to  some  extent  be  dealt 
with  separately  from  the  unemployment  of  other  workers.  Among  sp^ial  causes 
Of  youth  unemployment  are  receipt  riipid  increases  in  the  teenage  population 
problems  of  ^rk-school  transitiojj,.  and  legal  regulations  governing  employment 
umd  labor  conditions  which  have  their  greatest  impact  on  youth 
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TABU  ?.-UNEMPLOyMENT  RATES  FOR  AU  PERSONS  IGANO  OVER  COMPARED  WITH  NOHTEENAGE 

UNEMPLOYMENT  RATES  • 


(V) 


C2) 


•Ywr 


ifnployment 

Unemployment 

rale  16+ 

rate  20+ 

Sfferenca 

5.3 

4.8 

as 

3.3 

3,0  ' 

.3 

3.0 

2.7 

,3 

2.9 

2.6 

,3 

5,5 

5.1 

.4 

4.4 

3.9 

.5 

4.1 

3.7 

.4 

4.3 

3.8 

.s 

6.8  * 

6.2 

;6 

5.5 

4.8 

.7 

5.5 

4.8 

.7 

6.7 

5.9 

.8 

5.5 

4.9 

.6 

5.7 

4.8 

.9 

:5.2 

4.3 

,9 

4.5 

3.6 

.9 

3.8 

2.9 

,9 

3.8- 

3.0 

.8 

9 

3.6 

2.7 

3.5 

2.7 

.8 

4.9 

4.0 

.9 

5.9 

4.9' 

1.0 

5.6 

4.5 

Ul 

4.9 

3.8 

1.1 

5.6 

4.5 

1.1 

as 

7.3 

1.2 

1950-_,. 
1961... 
1952,... 
1953.... 
.1954.... 
195S.... 
1966.... 
1957,... 
195«.... 
1969.... 

I960  

196K... 
1962.... 
1963,,.. 
1964,.. 
1965..,. 
1966.... 
1967,,.. 
1968... 
1969.., 
1970,w.. 
1971... 
1972... 
1973..:. 
1974,... 
1975  


"So^ru:  Bureau  of  labor  Statistics.  .  ' 

Nott.-<:o{umn  (1)  is  tha  unamployment  rate  for  the  civilian  latrar  force  for  all  persons  16  and  over.  JColumn  (2)  is  the 
UDftmployment  rate  for  the  civilian  laoor  force  excluding  teenagers,  that  is.  persons  16-19. 

Policies  to  deal  with  ^some  of  these  special  factors  may  have  relatively  little' 
effect  on  the  linemploj^ment  of  those  20  and  over,  while  policies,  which  bring  the 
20-and-over  unemployment  rate*  down  to  3  percent  will  in  all  likelihood  leave 
the  teenage  unemployment  rate  far  above  3  percent. 

It  would  take  au  extremely  rapid  rate  of  growth  to  get  from -today's  7.5 
percent  unemployment  rate  to  a  rate  consistent  with  3  percent  adult  unem- 
ployment in  4  year«  or  less,  even  if  aditlts  are  defined  to  include  only  those  20 
years  and  over.  The  President's  budget  message  for  this  year  contained  a  set  of 
long-run  projections  assumipg  an  average  growth  rate  of  6.3  percent  from  1977 
to  1980,  and  fouud  this  rate  to  be  consistent  with .  reaching  a  5.2  percent  un* 
employment  rate  in  1980.  A  three-year  rate  of  growth  of  6.3  percent  startingr 
after  two  years  of  recovery  would  be  well  above  the  range  of  U.S.  experience' 
during  the  last  30  years,  and  yet  the  terminal  unemployment  rate  is  well  above 
3  percent  for  adults.  Other  projections  might  not  produce  exactly  the  same 
numbers  &s  the  administration's— in  particular,  the  rapid  drop  in  unemploy- 
ment since  December  should  lower  slightly  th.e  growth  rate  required  to  reach 
^  5.2  percent  by  1980 — but  the  same  general  conclusion  would  emerge.  Sustained 
hi^ly  expansionary  general  fiscal  and  monetary  policies  or  special  employ- 
ment-creating policies  are  probably  needed  to  achieve  the  goals  of  the  bill 
within  a  few  years,  unless  there  is  much  more  strength'  in  the  private  sector 
than  is  suggested  by  any  current  evidence  or  recent  economic  projectlona  ^ 

BISKS  OF  A  LOW  TJNEilPLOYMENT  GOAL  ^ 

\  Two  of  the  risks  of  vigorous  pursuit  of  a  low  onen^loyment  rate  are  that 
^inflation  will  accelerate  and  that  some  of  the.  special  measures  to  create  jobs 
t>r  to  restrain  infiation  will^prove  ineffective  and  wasteful.  The  Infiation  risk  is 
probably  greatest  i*  standard  monetary  and  fiscal  measures  are  the  main  policy 
tools  used  to  achieve  low  unemployment!.  Reliance  on  special  employment- 
creating  policies  should  reduce  the  Infiation  risk,  but  at  the  cosj  of  increasing 
the  danger  of  Inefficient  and  wasteful  programs.    \  ■ 


226 


?  far  fronuagreement  about  the  magnitude  of  the  inflation  risk. 
Generally,  accelerating  infla  ion  has -corresponded  to  falling  unemployment 
,  and  vice  versa  as  Chart  2  illustrates;  but  the  relation  is  far  from  perfect  or 
^changing.  Those  who  worry  the  least  alnmt  this  risk  can  point  to  19B2-53 
?hnl  wif'°'''°'"°«'  '"'^^  P^'**"'  coexisted  «1th  i,  zero  rate  of  inflaUon 
Those  who  worry  the  most  can  point  to  1073.  when  an  unemployment  rate  which 
only  briefly  feu  below  5  percent  aecompa.Uwl  au  inflation  rate  rising  ftoml  to 
lu  percent.  * 

CHART  2- -INFLATION- AND  UNEMPLOYMENT,  1950-1976- 


70  72  7k    76   78  YEAR 


SOURCE:     Bureau  of  Labor  Statistics. 

NOTE:        Inflation  is  measured  by  the  percent 
change  from  two  quarters  earlier  in  the  Con- 
sumer Price  Index,  expressed  at  an  annual  rate. 
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Special  factors  can  explain  some,  Imt  not  all,  of  the  variations  in  the  infla- 
tionHineniployinent  traUfeoff,  In  li)52--53  these  factors  included  controls  o^^er  < 
;prlces,  wjiRcs  ami  consumer  credit  as  well  as  the  fallback  from  the  worldwide 
speculative  rmiup  of  prices  at  the  start  ot  the  Korean  War.  In  1073  special 
.  Cactors  inchuhHl  cnthacks  In  world  food  supplies,  the  formation  of  OPEC,  and 
the  gradual  shift  in  the  conipositUm  of  the  labor  force  toward  a  lower  propor- 
tion, of  adult  males  and  a  higlier  proiMU'tion  of  teenagers/ Even  after  taking  ac- 
count of  these  factors,  liowever.  the  niost  that  can  be  conclnded  is  that  there 
is  some  significant  risk  that  a  return  to  4  percent  overall  unemployment  or  less 
within  4  years  would  bring  with  it  a  significant  acceleration  of  inflation.*  The 
risk  is  greater  the  more  couiprehensive  is  the  definition  of  "adult  unemploy- 
ment." > 

The  risks  of  inefhclent  or  wasteful  jn-c^rams  depeim  on  which  special,  em- 
ploynient-ereatiug  or  inflation-restraini'ng  policies  receive  the  greatest  emphasis. 
I  shall  restrict  my  comments  for  now  to  public  employment  programs,  although 
it  is  iniiK)rtant  to  keep  in  mind  that  public  employment  is  only  one  among  many 
policy  tools  wliich  eonld  he  utilized  under  II.R.  50.  .* 

It  is  nsefhl  to  separate  public  employment  to  deal  with  structural  problems  of 
high,  long-r^p  unemployment  of  certain  groups  from  public  employment  as  a 
countercycUeai  policy.  .V  public  employment  program  to  deal  with  structural 
pro\>h?ms  would  he  directe<l  toward  nn.skilled  and  other  disadvantaged  indi- 
viduals. Such  a  program  could  l>e  a  supplement  to  standard  fiscaj  and  monetary  • 
policies  even  if  full  reliance  we're  placed  on  these  policy  toots  for  coijibating 
cyclical  unemph»ymeut.  rnskille<l  and  disadvantaged  workersJiave  high  unem- 
ployment rates  even  in  relatively  tight  labor  markets.  They'll  old  jobs  at  the 
bottom  of  the  labor  market  hierarchy,  predominating  as  hiborers  and  low-level 
sales  and  .'Wrvices  workers.  They  experience  far  more  frequent  spells  of  unem- 
ployment than  other  workers.  Tliere  is  little  incentive  for  employer  or  employee 
to  maintain  a  long-term  work  relationsiiip  since  there  is  little,  if  any,  on-the- 
job  training  and  hence,  no  payoff  to  seniority.  Job  satisfaction  is.  low,  and  this 
also -  weakens  job  ties.  The  employer  can  normally  find  an  unskilled  replace- 
ment. And,  in  tight  labor  mj;krkets,  the  worker  can  find  another  poor  job. 

A  structural  program  to  reduce  the  unemployment  rates  of;iilie  unskilled  and 
disadvantage<l  should  focus  cm  measures  to  strengthen  job  attachment.  Train- 
ing, together  with  the  provisicm  of  opportunities  for  upward  mobility,  would 
presumably  l)e .important  comp<ments  of- .such  a  program,  A  risk  of  a  prograna 
of  this  kind  is  that  it  might  he  uieffective,  and  hence  add  to  the  cost  of  govern^^ 
ment  with  little  residtiug  benefit.  Training  programs  of  the  1960s  do  not  offer 
strong  ground  for  encouragement  on  this  scOre.  '  •  ^ 

Another  possible  outcome  of  a  structural  public  employment  program  is  that 
it  would  provide  more  attractive  jobs  than  private  employers.  Indeed,  this 
feature  would  be  inherent  in  the  program,  A  disadvantage  of  this  result  could 
be  that  it  would  drive  up  wages  in  lo\v-level  private  sector  jobs.  At  the  same 
time,  however,  this 'feature  could  draw  more  attention  to  improving  the  quality 
of  working  life  in  the  private  sector.  This  has  been  the  case  in  certain  Europe- 
an countries  that  enacted  job  guarantee  progra.ms  in  the  1960s.  Upgrading 
working  conditions  in  low-level  private  sector  jobs  could  be  failtlitated  by  ap-; 
propriate  subsidies  to  business  for. providing  training  and  an  improved  working/. 
•  environment  To  the  .extent  that  increased  training  an<;l  better  working  condi- 
tions-enhance  worker  producitivity,  the  inflationary  .effects  of  .  wage  increases 
\yould  be  offset. 

A  countercyclical  public  service  employment  program  should  not  be  confused 
with  the  structural  program  hecause  its  aims  are  different.  The  idea  l)ehind 
countercyclical  public  employment  program  is  to  provide  work  as  an  alternative 
to  income  trhnsfers  for  persons  who  are  unemployed  because  of  temporaty  < 
cyclical  factors,  I*rovidiJig  work  for  the  cyclically  unemployed  makes  sense  In 
that  useful  services  can  l)e  performed  hy  people  who  would  otheri^ise  be  idle. 
Further,  work  as  an  alternative  to  income  transfers' may  improve  an  individu- 
ars  sense' of  pride  and  self-esteem  while  at  the  same  time  maintaining  work 
habits  and  skills.  o 

If  a*  public  service  employment  program  is  to  remain  strictly  countercyclical 
—that  is,  automatically  fading  out  a.s  private  employment  recovers — it  should 
not  offer  options  that  are  more  attractive  than  the  private  sector.  Wages  should  . 
be  kept  lower  .than  private  .sector  alternatives  (although  higher  than  unemploy- 
ment compensation) "and  working  conditions  should  not  be  unduly  attractive.^ 
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IiullvidualK  should  bo  oiicourap:o<l  to  move  into  private  sector  (or  regular  state 
ijnd  local  government)  jobs  avIkmi  openings  iHk'onio  avaiVible.  In  these  respects 
,  a  welbdesigned  conntoreyelieal  program  difTors  from  a  structural  program,  ' 

One  risk  of  a  eomitorcyclicjil  public  employment  projaam  goes  under  the 
name  of  dlsplaccnumt.  Usually.  (Hsphicomont  refers  to  the  use  of  public  em- 
ployment funds  by  state  and  Joeal  governments  to  hire  persons  tlfev  wouhl^have 
hire<l  anyway  or  to  shift  jol)  categories  so„tha.t  persons  they  have  hired  aiiywav 
(luahfy  for  a  subsidy.  In  this  case  tlie  program  is  like  a  general  grant  to  'state 
and  local  governments.  It  may  not  result  in  any  spec Ul  stimulus  to  eWloy^ 
ment  per  dollar  spent:  but  it- is  important  to  realize  that  even  in  this  cd.se  the 
pr<>gram  is  providing  the  siime  kind  of  stinmlus  ti)  demand  as  general  /evenue 
sharing  or  a  tux  (.-ut.       '  '  v 

Studies  of  past  experience  witlK^niblie  employment  programs  sugge^st  that 
significant  disidaeeinent  does  take  place.  The  programs  which  have  boeu 
studied,  however.  rWmble  structural  programs  more  than  coiintercvcllcal- pro- 
grams. For  countercyclical  programs  there  are  several  plausible  wavs  of  at- 
tempting to  limit  displacement.  Kligibility  could  be  restricted  to  'perscms  who 
have  been  unemploytnl  for-.guiu;,  weeks  or  months.  Activities  quaiifving  undor 
the  program  could  empmY.^Mobs  not  usually  i)orformed  bv  state  or  loa^il 


go\ernments.  A  program  co\m%e  administered  bv  the  federal  government  In^ 
stead  of  state  and  bK-al  governments. 

The  suggestion  of  this  last  paragraph— that  new  Avays  can  be  smight-to  solve 
(dd  proldcms— IS  a  littiug  theme  with  which  to  conclude  thi^  statement.  As  long, 
as  substantml  numbers  of  workers  are  looking  for  jobs  and  can-t"find  them  iiixv 
ways  shonhl  and  will  be  s(mght  to  impro\^e  the  labor  market  and  the  tH.'onomv 
The  function  of  jho  Congressional  Budget  Ofiice  is  not  to  advocate  one  or  an- 
other policy  but  rather  to  analyze  i^ossilde  approaches,  including  the  costs  and 
risks  as  well  tis  the  benefits  and  nromist^s,  T  sincerely  hope  our  work  can  be 
helpful  to  the  Congres^s  as  it. tlevelrtps  workable  and  permanent  solutions  to  the 
unemployment  problem.  * 

Mr.  1)an-iei.s..  Tliaiik  you,  Mrs.  Kivliu.  Ou  pa^e  7  of  vour  state- 
incnt  you  mention  tliat  your  ofRce  i.s  workihoj  on  :m  ocoiiomic  analv- 
sis  of  n.R.  r>()  at  tins  time.  Could  you*  ^riv(>#.liis  coinmittee  an  ontliiio 
ot  tile  study  yon  are  workin^r  on  aualyzing^g  •  ^  ' 

,  Mis.  Kivi.ix.  Yes,  we  can  do  tliiit.  '         ,  : 

■  ^^l^  Daniels.  Can  you  snbniit  that  to  tlie<^omnii't.tee?  ' 
.  ^rr.s.  R^xix.  Certainly.  ; 

Mr.  Daxtfx.  How  low  do  yon  think  unei)iplo\nnent  can  ^^o  under 
the  current  ix)licies  of  the  adniii'iistxration  ?  *       '  ^' 

Mrs.  RivLix.  It  is  to  take  a;.^loiijr  {Tme  fitli  current  policies 

to  nret  unemployment  down  eveu  into  the  raiicre  of  n  percent.  ^ 

Mr.  DANips.  Do  y6\\  feel  5  percent.a  reasonable  percentaire  of  un- 
employment ?  '      •  ^ 

Mrs  EivLix.  Xo.  T  wasii't  sayin^^  that.  Your  question  ^vas  how 
low  did  it  seem  to  ho  "foinii^. 

Mr.  Daniels.  For  ntaiiy  years  in  this  conntiy,  4  pepcent  was  the 
national  avernnfc.  and  seemed'' t<>  be  fair  for  the  punx>se  of  full  em- 
ployment. ^VVliat  IS  your  view  on  that  ? 

Mi^.  EivLiN.'  I  don't  thi-hk  there  is  anv  blanket  nimiber  that  con- 
stitutes full  employment,  Mr.  Chairman.  The  nuemployment  rate 
now  and  that  which  one  .would  expect  over  th^  next  couple  years  if 
nothing  changes  are  substantially  above  what  oould  be  achieved.  The 
question,  of  how  far  one  can  go  leads  one  into  a  lot  of  uncertainty 
about  inflation.  The  statistics  suggest  that  we  do  have.strong  infla- 
tion and  this  ma>  have  ^otiQn  worse  over  the  last  few  years^and  I 
stress  "mayv'  It  . is  not  entirely  clear  what  rate  of  unemployment  is 
achievable  by  .fiscjil  and  monetary  measures  alone  without  reescalat- 
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inp.  inflation.  JBtit  certainly  I  think  inost  economists  are  inclined  to 
^believe  tliat  u^lVss  something  clianges,  going  below  4.5  percent  or. 
something  of  tlmtsj^nge  is  going  to  make  people  neiTous  about  the 


possibility  of  a  i-esnr^nce  of  inflation. 
Tha't  doesn't  fiiean  one  can't 


go  below  4.5  percent.  It  may  mean 
that  otli^r  measures  are  necessary  either  to  control  tlie^  inflation 
diivctly,  or  to  rpduce  the  inflationary  biases  in  the  economy  and  to 
And  ways  of  pro\'iding  jobs  that  will  have  less  'in^tionary  iinpact 
.than  direct  fiscal  and  monetary  stimulus.  ' 

•Mr.^DANiFxs.  WJiat  changes  do  you  .  believe  we  should  Tufiike  in 
bur  fiscal  and  monetary  policies  at  the  present  time  in'  part  to  re<:luce  - 
unoniploymeni  and  at  the  same  tune  try  to  hold  down  aii  inflationary 
impact.  ^  •        ,  V 

Mn>.  RivLiN^.  Let  me  stress,  Jfr.  Chairman,  that  In  my  present 
position,,!  am  not  able  to  make  a  specific  recommendation  of  that 
sort,  'riie  role  of  the  Congressional  Budget  Office  is  to  be  as  helpful 
as  wcxan.'i^\  suggesting  what  the  alternatives  are  and.  jvhat  th.e  con- 
sequences of  various  ;policies  might  be,  but  not  to  suggest  specific 
l>olicies.  ' 

Mr.  Daxi^xs.  Gongi^ssman  Ha^vkirls  lins  sponsored  H/R.  50  as 
'ian  altbi7i*ative  to  cut  down  the  mieinj)ioynient  lute  as  well  as  to  curb 
inflatien.  Now,  what  do  ytfti  suggest? 

.  Mi*^.  Ri\xiK.  I  think  HJR.  50  is  a  bill  which  would  allow  the  use 
of  qijite.a  flexible^eft  of  tools.  It! suggests  the  use  ,of  fiscal  and  mone- ; 
*  tary  .policies  in>  combinatipiv  with*>specia^  measupfe,_  such,  as  public 
sorvjco.employmejit,  and^ifc;  ^eems,to  me  in  that  respect  to;43ie  a  veryi^^ 
good'stop.  .        '  ■■       *-^r;:'!,i^-;'.r ^"^^ 

I  am  not  siire  if  yOti'-jiTP  asking  me  to  recommend  a  particular 
package  bf*meiu5U res.  I  don't  regard  that  as  my  role.  What  we] can 
do'to  help  and  will  hope  to  do  in  the  study  that  ]f  mentioned  is  to  lay 
0|it  some  of  tli^'alternatives  and  some  of  the  Considerations  that,  must 
bcj^.  takem  intib,  .'account  in  alternative  strategies  for  reducing  uneni- 
"picmnent.  '       ^  ■  -      •    -     ..\      .  /    '^\.  ^       I  . 

.'MiX|  I)ANtFix  "^Vould  you  be  pirepai^ed  to  :subiniib^  th^Eti^ 
to  the'^onimittee' at  somee future  date?  ^ '^^sT  ^ 

'  'Mft.'^RivLfK.  The  studv  that  we  are  doing  forYhe  Joint  Econojnie*" 
.C6inmittee-:cfe^rtainly,  if  t^at  is  all  right  with  them. 
.3R\/Pa>^;1!^S.  When  dan  we  look  forward  to  receilttng  it? 

Mi'S/*^%XiN^.  ilid-May  is  when  we  promised  it  ^o  them. 

Mr.  Daniei^s.  1  thank  you.  Mr.  Sarasin.  .  ^ 

Mr.  Sarasi?^.  Thank" you,  Mr.  Chairman,  Mrs.  Eivlin,  thank  you- 
very  much  for  your  patience  this  morning.  I  received  the  impression 
from  your  testimony  and  in  reading  your  statement  that  you  agree 
with  Dr.  Partee's  comments.  I  don't  wish  to  put  you  in  an  awkwanl 
.position  in  saying  that,  except  I  see  some  of.  the  same  references 
made,  su(5h  as  the  reference  to  the  danger  of  going  to  a  prevailing 
wage  in  public  service  employment  whicli  then  beconi(fc  more  ,  attrac- 
tive than  wages  available  in  the  private  sector. 

You  also  point  out, that  if  we  really  are  to  use'  public  service  em» 
ployment  as  a  countercyclical  device,  somehow  there  has  to  be  a  way 
for  us  to  terminate  it,  or  we  risk  displacement,  by  pmviding  public 
service  employmeM  as  a  simple  method  of  taking  the  burden  bff;the 
.    ''  '       '  *** 
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local  taxpayer  and  placing  it  on  the  Federal  Government,  for  we 
have  done  nothing  to  hire  the  people  who  had  formerly  been  em- 
ployed in  the  private  sector. 

I  think  you  make  a  lot  of  sense  in  your  statement  and  I  hope  the 
conimittec  would  take  your  statement  to  heart. 

You  said  there  arc  souie  instances  in  wliich  you  a^ree  with  Miv 
Pailee.  I  wonder  if  you  would  be  a  little  more  specific  and  tell  us 
what  those  are. 

Mi-s.  RivLiN.  Yes,  certainly.  While  not  taking  any  position  for  or 
agiunst  the  bill— in  contmst  to  Mr.  Paitee — T  want  to  stress  that  I 
think  this  committee  and  the  Congress  as  a  whole  must  weigh  some 
of  the  a<lvantagirs  and  pluses  of  taking  special  metistires  to  reduce 
the  unemployment  rate  against  some  of  tlie  risks  of  doing  so.  I  thi^lc 
the  mdisputable  fact  is  that  inflation  has  become  a  more  and  more 
serious  and  troublesome  problem,  not  only  for  the  U.S.  economy  but 
for  other  julvancod  economies  in  Western  Europe  and  other  parts 
of  the  world.  Some  of  the  biases  that  lea^l  us  to  inflation  have  been 
mentioned  already  this  morning.  Administered  prices  in  large  scc- 
toi>>  of  the  economy  mean  that  even  when' demand  is  weak,  prices 
tend  not  to  fall.  y  ^ 

In  an  administered  price  system,  the  major  companies  are  f  .  ;i 
able  to  raise  their  prices  in  the  face  of  falling' demand  whicli  j:  ,  .i 
what  one  would  expect  in  a  competitive  economy  and  that  does  mean, 
as  someone  said  e^iriier,  that  prices  tend  to  go  up  imder  all  kinds  of 
cimmistances  and  rarely  to  come  down. 

There  are  inflationary  biases  built  into'  our  wage  determination 
systeni  as  well  and  perhaps  rightly  so.  But  it  is  certainly  true  that, 
even  jii  slack  penods  in  the'  labor  market,  wages  tend  not  to  come 
down,  rhey  tend  perha{>s  to  ri.se  less  rapidly.  But  institutionally,  we 
have  structure<I  tjiings  so  tfiat  it  is  difficult  for  either  wages  or  prices 
to  come  down.  That  means  that  once  inflation  gets -stiirt<»d,  poriiaps 
'  through  outside  causes  such  as  a  rise  in  the  international  oil  price, 
it  does  work  itself  thi-ough  our  economy  and  is  very  difficult  to  stop 
by  any  means,  including  a  high  unemployment  rate. 

Mr.  Sarasin.  In  your  statement,  you  referred  to  the  ago  bein<T 
those  people  20  yeai-s  and  over.  It  'is  my  understanding  that  the 
spon.sor  IT.R.  50  assumed  that  adult  employees  would  bo  age  16 
and  over.  What  would  that  do  to  your  pmjex^tion  ? 
^  Mi-s.  RivrjN.  Sixtex^n  and  over  is  the  way  we  norrrtally  define  the 
labor  foree.  It  had  seemed  to  me  on  first  reading  of  TT.R.  .50  that  the 
word  ^adult  was  perhaps  intended  to  restrict  the  definition  in  simei 
way,  either  to  18  or  20  or  som(>thing  like  that,  in  order  to  make  the 
point  that  theae  were  some  special  problems  of  the  teenag/iniein- 
I)loye/l  tUat  might  not  be  amendnble  to  normal  fi.scal  pciJicy.  / 

T  oeHainly  am  nat>  one  to  define  adults  or  to  s(^c)Dn(f  ^uess  the 
authoi-s  of  the  bill  as  to  what  they  mcMint.  Tt  does  He4».Tn,\i(Xever,  use- 
ful perhaps  to  exclude  tex^nagers— not  at  all  in  terms  oXVayino-  teen- 
age imemployment  isn't  important;  it  is  very  important.  But  the 
-^easures  that  one  might  take  to  mlure  te<^nage  unemployment  mUrht 
bave  to  ho  c;omewhat  special  and  outside  of  the  reahii  of  nonnal 
^licy. 
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Mr,  Sarasin,  I  would  agree  very  much  with  that  statement^ 
Mr.  Hawkinb,  Will  the  ^ntleman  yield?  I  simply  wanted  to  agree 
with  the  gontleinan  from  Connecticut,  The  bill  does  define  adult  as 
■  one  16  years  of  age  or  older.  In  that  reyi)ect,  it  is  purely  academic  as 
to  what  we  do.  The  bill  itself  specifiers  on  page  16  and  over  on  page 
17.  It  was  amended  in  the  subcommittee  print  on  page  7  line  10  to 
insert  16,  years  of  age  or  older  so  that  there,  would  be  no  inisundei-- 
standing  as  to  what  was  actually  meant. 

Mr,  Sarahin.  In  this  first  paragraph  on  page  10  of  your  statement, 
Mrs.  Rivlin,  you  say  "that: 

SuHtained  highly  expansionary  general  fiscal  and  mopetary  policies  or  Kpeclal 
employment-oreatinB  pollcieM  are  probably  needeti  to  achieve  the  goals  of  the 
hill  within  a  few  years,  unlesH  there  is  much  Ktrength  in  the  private  sector 
than  is  Huggesred  hy  any  current  evidence  or  recent  economic  projections.  . 

Now  that  I  read  it  again,  I  ask  the  question,  are  they  desirable? 
Shoiild  they  take  to  sustained  liighly  expansionary  general  fiscal 
and  monetary  policies?  I  guess  you  are  not  in  a  position  

Mrs.  RiVLiN.  No,  I  am  not  in  a  position  to  comment  on  that. 
Rather,  I  think,  as  all  our  responses  on  the  subject- have  pointed 
out,  the  Congress  really  does  have  to  choose  among  different  objec- 
tives for  the  economy,  one  of  which  is  lowering  the  unemployment 
rat;iK.  Another  important  tobjective  is  price  stability. 

Our  role  at  OBO  is  to  take  as  much  information  as  we  can  find 
from  all  sources  on  what  the  risks  are  on  both  sides.  It  would  seem 
with  the  present  rather  high  unemployment  rates,  that  the  risk  of 
rekindling  inflation  by  a  somewhat  more  expansionary  policy  might 
not  be,  very  great  in  the  short  run.  But  as  one  goes  to  larger  and 
larger  expansion  and  stimulus  of  the  economy,  clearly  the  risk  of 
inflation  rises. 

Mr.  Sarasin.  Then  you  would  agre.e  that  we  have  to  l>e  very  care- 
ful as  to  the  inflationary  aspect  of  anything  we  do  in  attempting 
to  get  the  unemployment  rate  reduced ) 

Mrs.  RivLiN.  I  think  that  there  ar6  two  things  that  you  have  to 
contemplate,  both  of  which  are  difficiilt.  One  is  the  importance  of 
the  two  goals  of  reducing  imernployment  versus  price  stability.  Peo- 
ple differ  on  which  goal  they  want  to  give  priority  to  or  which 
they  are  most  worried  al)out.  But  even  with  a  fiim  view  of  which 
of  the}4e  two  goals  you  think  is  the  most  important,  there  is  the  ad- 
ditional problem  of  a  large  measure  of  uncertainty  on  what  the 
effiH-ls  of  spe<».ific  poliries  will  be. 

It  is  especially  difficult  right  now  for  economists  to  predict  any- 
thing al)Out  the  pricx^  lev(».l  and  how  it  is  iiffiwivjl  hy  fiscMil  and  mone- 
tary policies  b<»oause  the  experience  of  the  last  few  years  iuis  been 
imusual.  Nobody  knows  how  pennanent  the  inflationary  changes 
which  liave  shown  tliemselv(\s  in  the  hist  fc^w  years  will  l>e. 

Mr.  Sarahin,  Have  you  had  the  opportunity  t/)  try  to  take  into 
account  the  shoringe.s  of  supply  that  may  exist  in  t'lie  future  and 
what  affect  that  will  have  on  oiu*  own  ex^onomy,  the  economy  of 
adequate  energy,  ade((uate  food?  Have  any  projections  In^en  made? 

Mrs.  RivMN.  Not  specifically  on  tluit,  no. 
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Mr,  SAittVsix.  ArjD  tliorc  any  general  comments  you  could  make  on 
that  subject? 

lliVLiN,  No,  I  don't  think  so.  It  is  very  difficult  to  pin  down 
questions  on  shortages  of  materials  right  now  l)ecausc  the  economy 
is  still  operating  ver^  well  bolow  capacity  and  with  a  high  uuem- 
^ployment  rate  and  liigh  proportion  of  our  capacity  underutilized. 
Tlioref ore,, shortages  in  tfie  short  nm,  barring  some  peculiar  out- 
side development  such  as  oil,  for  instance,  don't  seem  very  likely, 

15ut  people  certainly  differ  on  liow  rapidly  you  could  expand  the 
ewnomy  without  running  into  some  of  the'  same  kind  of  material 
shortages  that  have  been  experienced  in  ^ther  periods  of  rapid 
gix>wth,  ^ 

^Ir.  Sarasix,  Thank  you  veiy  much. 

]Mr,  Daniei^.  Mr,  Gaydos. 

Mr.  Gaydos,  I  will  make  my  question  very  short..  Director  Rivlin* 
do  you  .sliaro  my  concern  that  the  bill  addresses  itsdf  as  presently 
formed  to  a  situation  of  great  exigency?  When  we  talk  about  3  per- 
cent unemployment  rate,  obtained  in  4  years,  are  we  saying  in  effect 
that  it  is  an  emergency  situation  or  do  you  feel  like  .some  of  our 
prior  witnesses  that  >say  wo  should' strengthen  our  antitrust  section 
'  of  the  existing  law  and  do  other  things  and  chip  away  at  the  unem- 
ployment a  half  percent  each  ye^ir?  Are  we  going,  aft^ir  the  pie  in 
the  sky  or'is  our  ^:>ill  unrealistic?  ^ 

Mrs,  KivLiN.  I  think  there  is  no  question  that  the  current  unem- 
ployment nites  are  much  too  high  and  I  think  one  could  regard  this 
as  i\n  emergency  situation.  It  se^inis  to  mo  that  the  efforts  that  tiiis 
bill  rep^c.s(^nts — to  think  seriously  about  targets  and  about  the  future 
and  how  wo  can  roducti  unemployment  rates — are  very  important 
ones. 

The  exact  target  that  one  .should  aim  for  is  a  matter  of  cousin  i  - 
al)le  (|uestion.  One  question  that  I  would  rai.se  *al)out  it  has  to  do 
with  the  infhitionary  rise,  where  I  think  there  is  such  uncertainty. 
'  There  is  reason  to  think  that  lowering  the  unemployment. rate,  over 
a  period  of  4  years,  to  3  percent  for  the  whole  lal)or  force  miglit 
cause  a  very  si/ijnificant  new  inflationary  pi-essurc.  J  think  the  Con- 
gress luus  to  weigh  those  options,  ^       -  . 

Mr.  Gaydoh.  Then  you  don't  sliare  the  views' i.hat  havohlffien 're- 
'  peatedly  suggested  that  why  wonry  almut- inflati'Sil  You  (imgt  hiive 
a  c(Amtry  if  you  -don't  take  care  of  this  in  a  reusoffable  pefiod.  You 
don't  share  tliut  concern? 

•  Mrs.  lliVMN.  I  .share  J)oth  concerns.  T  think  the  task  Iw'fore  the 
(congress  is  a  very  (l(di(^ate  one  of  trying  to  find  way.M  of  moviTjg 
I  he  economy  l^)ward  full  euiployment  and  to  greater  price  Btal>ilit,y. 
I  don't  think  (me  civn  argue  that  only  one  of  the«se  goals  is  important, 

Mr.  Gaydos.  You.  mentioned  in  your  comuu'n  al)Out  displacement. 
You  have  run  a  wmparison -In^^tween  structural  displacement  and 
counicrcyc^lical  <lisplacen)ent  in  your  stat<'ment. 

Mrs.  iliVLiN.  J  was  drawing  a  distinction  iKitween  two  objectives 
of  a  public  enq)loynient  luogrniri  that  have  In^en  suggested  and, 
indeed,  put  into  practice  in  son)e  periods.  One  is  using  public  em- 
ployment to  alleviate  special  and  pennanent  emi)loyment  problenis 
of  some  groups.  They  are  always  at  the  lK>ttom  of  th?  h(jAp?  Publics 
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employment  is  an  approach  to  improving  the  employment  rates  of 
those  groups  and  their  ability  to  liold  better  jobs.  ^ 

Mr.  Gaydos.  Aren't  we  doing  that, jvitli  revenue  sharing  today? 

Mrs.  RiVLix.  I  veouldn't  think  so.  What  I  mean  by  a  structural 
unemployment  program  is  one  that  is  veiy  carefully  designed  to  give 
tjie  employees  greater  skill  and  greater  upveard  mobility  in  future 
jobs  than  they  have  now.  This  is  conh'asted  with  a  cyclical  public 
employment  program  which  is  designed  mferely  to  fill  a  temporary 
gap,  to  give  people  jobs  while  the  economy  is  in  bad  sliape,  with  the 
hope  they  won't  stay  in  the  public  jobs  veiy  long. 

Mr.  Gaydos.  Title  2  in  CETA  was  what  you  suggested  and  I  would 
have  to  presume  that  you  would  be  able  to  support  an  expansion  of 
CETA  unquestionably.  It  does  exactly  that.  Title  2  provides  for 
Htnictural  approaches  to  th(|  structural  deficiency,  training  a  man 
and  upgrading  him.  »  . 

Mi's.  iliVLTN.  I' am  not  saying  this  is  bad, 

Jlr.  Gaydos,  We  have  had  problems  with  the  Office  of  Manage- 
nienf^.'and  Budget  every  time  we  make  aji  attempt  to  expend  reason- 
able sums  in  that  ai-ea.  It  seems  it  is  \mac9eptable  and  consequently, 
we  find  sensational  aiul  fantastic  pr^j^bsed  increases  in  things  like 
foreign  aid  and  things  like  tliat,  bui  nothing^,  for  CETA.  It  conies 
from  y«"r  oflice,  ^^v*:'  . 

Mrs.  KiVLiN.  It  doesn't  come  f rom       o^fii!ifc^^  It  comes  from  your 
colleagues  on  the  Budget  Committee  wJtiQ^havc. Rioted  that  way: 
•    Mr.  Gaydos,  T^t  me  ask  yoii  a  little  about  WPA.  We  had  WPA 
some  35  or  40  y«ai*s  ago.  What  kind.  , of  jobs  were  those,  counter- 
cyclical or  structural? 

Mrs,  RiviiTN.  I  thirik  that  WPA  was  mainly  regarded  as  a  counter- 
<;yclical  pi'ogriuni  It  was  to  g<»t  anyone  who  was  unemployed  back 
into  some  kincVof  a  useful  job. 

Mr.  Gayixjs,  Do  we  have  much  problem  with  displacement?  I 
<hink  mnny  i)e<>plc  took  the  same  work  that  you  are  going  to  hiive 
;  tliese  people  doing  with  the  government.  We  fiad  artists  doing  great 
paintings.  We  have  paintings  that  were  done  l)y  aitists  which  today 
an.^  ver^  valuable  and  that  were  i)aid  for  at  very  low  wages. 

(Jetting  bad;* to  that  basic  proposition,  I  submit  for  your  sincere 
consideration,  is  Ihe  WPA  prognun  that  bad? 

Mrs.  KivuN\  I  think  that  the  WPA  program  should  be  cited  as 
an  example  of  a  suca^ssfjd  i)rogram  in  the  sense  , that  it  put  "il  'lot  of 
people  to  work.  It  produced  a  lot  of  useful  things.  ■ 

^^)^  Gaydos.  Would  it  Ik;  so  bad  if  we  took  th(i  concept  of  AVPA 
and  made  it  more  curretit  and  included  a  trained  professional  en- 
gineer to  provi^de  people  with  jobs?  When^we  liad  the  50,000  p(»ople 
laid  off  nt  Bo<^iil^  in  Seattle   --^ 

'.*3Vfr9.  Kivr.TN.  T  am  nQt  saying  jujblic  employment  is  wrong  or  even 
right.  It  is  a  tool  whicJi  has  uses.  All  I  .was  tiding  to  do  wa-s  i)()int 
out  (hat.  Ix^fore  one  institutes  a  publlp.  (ymt)]()yment  j)rogratn.  the 
(.'ongress  sjiojild  Ihink  serioiisl^y  about*. whilti;  it  wants  it  for.  If  it 
wants  the  program  mainly  to  get  people  working,  with  the  inlontion 
<hat  they  will  return  to  the  private  ex^.onomy  as  (juickly  as  jiossible, 
tluui  it  should  Ik;  designed  to  facilitate  that  objective.  If  it  is  thought 
to  he  a  more  permanent  training  program  to  iipprove  the  skills  of 
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the  people  in  the  program,  it  prolxibly  has  to  bo  considered  as  a 
longer-term,  and  a  more  expensive  project  per  job  and  that  is  a  dif- 
ferent kind  of  objective. 

Mi\  Gaydos.  I  would  like  to  end  my  interrogation  of  you  on  that 
note  because  I  just  conclude  as  a  reasonable  man  that  you  support 
tlro=^OTcept  of  this  legislation  and  you  said  it  so  adequately  and  I 
wish  I  had  said  it  so  well  I  want  to  thank  you  for  supporting  the 
concept  in  this  bill 

Mr.  Daniels.  The  gentleman  from  California,  Mr.  Hawkins. 

Mr.  Hawkins.  Mrs,  Eivlin,  on  page  9  you  make  the  statement  that: 

It  wouUl  take  an  extremely  rapid  rate  of  growth  to  pet  from  today's  7.5  per- 
f^nt  unemployment  rate  to  a  rate  consistent  with  three  percent  adult  unemploy- 
ment In  4  years  or  less,  even  If  adults  are  defined  to  Include  only  those  20 
years  and  over. 

T  would  like  to  addiTSs  the  fii-st  part  of  that. 

Would  you  care  to  indicate  why  you  use  the  phrase  "extremely 
^'        rapid  rate  of  gro\vth''?  How  "do  you  define  an  extremely  rapid  rate 
Qf  giowth  in  terms  of  the  eurront  situation,  the  recovery  period  from 
the  deepest  recession  we  have  seen  since  the  Great  Depression?  What 
is  an  extremely  rapid  rate  of  growth? 

Mrs,  RiVLiN.  The  rate  of  giowth  now  being. projected  hy^.'the»ad- 
ministration,  for  instance,  is  6  percent  sustained  growth.  Tfiat  mi^it 
not  be  characterized  as  extremely  rapid,  but  it  is  certaLrlly  higli:*by 
historical  .standai'ds.  We  have  hoi  normally  been  abl^  tb' .siistaiK  a 
rate  of  over  6  percent  for  several  years  when  coming, out  of  ii' re- 
cessionary period.  That  doesn't  mean  that  we  can't.  But  at  a^  rate 
of  growth  of  around  G.3  percent,  we  will  not  be  anywhei-e  ii6iir  our 
target  in  4  years.  My  only  point  is  if  we  are  going  to  get  to  our 
target^  we  have  to  go  faster  than  that  or  use  some  other  means, 

Mr.  Hawkins.  Are  you  comparing  this  recovery  period  with  pre- 
vious recovery  periods  and  what  rate  was  produced  during  other 
recovery  periods,  keeping  in  mind  this  is  the  worst  we  have  ever 
.    had  perhaps  simio  the  great  depression. 

You  reflect  hack  on  what  the  past  experience  has  lx»en,  and  tho-. 
past  experience  of  this,  recession  was  also  quit-c  diflFerent..  ;A?:e  you 
advocating  a  6  percent  rate  as  being  an  acceptable  oue  Jar  U '.re- 
covery period  ?  ' ,:   •  ;  - . 

Mrs.  Rivr^N.  T  am  not  advocating  anything.  I  was  nialcing  a  faft^'-, 
tual  statement  and  T  don't  think  this  is  r^ntroveitible;;It  woijlcitakq^ 
a  high  rate  of  economic  growth  to  reach  the  target  in  youtj  bill.  SnrelyV 
you  don't  disagree  with  that?  V  V-  -  ' 

Mr.  Hawkins.  Wliat  rate  are  you  suggesting  is  ne'e<teci.'^You..*!^dy - 
an  e.xtremely  rapid  rate  of  growth  is  a  conclusion  which  you  hiim^ 
reaehed.  What  is  too  rapid?  What  do  you  suggest  as  being  a  ^^owth 
which  is  believed  t<i  Ix^  necessary  for  a  complete  recovery  and  one 
which  would  get  us,  lot  us  say,  clo.ser  to  3  percent  l^etweeu  now  and 
1980?  What  projections  would  you  make  then? 

Mrs.  RiVLiN,  To  get  to  3  perecuit  of  the  entire  lalior  force  within 
,4:yea;*8  woiild  take  a  rate  of  growth— we  can  calculate  this  for  you— 
that; iri  substantially  above  that  which  we  have  sustained  in  past' 
rec/iy'ery  p(U'io(ls.  It  would  have  to  bc  around  7  percent  for  tjie  entire 
plftrrcvfl..;, 
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Mr,  Hawkins.  Around  7  percent.  You  think  that  is  just  not  fea- 
sible to  accomplish  " 

Mr?,  RivxriN.  I  think  it  might  be  feasible,  I  am  sure  it  is  feasible. 
The  question  is  :  Would  it  generate  inflationary  pressures  that  one 
would  regard  as  too  high  ?  It  is  a  question  of  balancing  the  risk, 

Mr,  Hawkins.  You  seem  to  suggest  that  we  are  on  a  brink;  that 
we  are  very,  very  close  to  excessive  demand  as. compared  with  goods 
and  services.  Are  you  factoring  i^  the  pi-oduction  gap  at  the  present 
time  at  least  $200  billion  that  we  are  off  in  production?  Are  you 
considering  unused  production  capacity  or  are  you  considering  a 
lag  in  wages?  Is  there  any  indication  that  there  is  a  lot  of  money 
in  there  that  is  going  to  chasing  prices  between  now  and  the  very 
near  future  that  would  cause  us  to  have  any  threat  of  an  overheating 
economy?  What  support  do  you  have  for  this  great  inflation  fear 
as  opposed  to  some  reasonable  solution  of  unemployment? 

Mi's,  RrvLTN,  It  depends  on  how  long  run  we  are  talking  about.  If 
you  are  talking  O/bout  the  next  year  or  two,  it  would  seenv  to  us  that 
the  economy  is  clparly  still  in  a  slack  period,  the  unemployment  rate 
is  high,  capacity  is  underutilized,  I  don't  think  you  will  find  in  this 
statement  support  for  the  view  that  we  are  in  a  situation  of  excess 
piTssur^  from  the  demand  side  right  now.  But  unless  we  have  high 
rates  of  growth  in  the  range  of  7  percent  beyond  the  next  couple  of 
years,  you  would  not  get  to  your  target. 

The  question  is :  If  we  have  sustained  levels  of  economic  growth  in 
the  range  of  7  percent  and  the  labor  market  tightens,  do  we  then 
risk  escalating  inflation  ?  I  think  there  is  evidence  that  that  is  some- 
thing to  worry  about. 

Mr,  Hawkins,  At  the  present  time  is  there  any  evidence  on  which 
to  base  any  policies  or  should  we  refuse  to  addte^s  ourselves  to  tliis 
probletri  on  a  Federal  basis  or  otherwise?  Are.  wein  a  pbsjtk)n:t^ 
we-  heed  such  fine  balancing  against  higli  levels  -  of,  Xvhon^p.^^ 
based  on  the  threat  of  inflation?  When  was  tixe.l^stvd^  thatTwe 
had  such  a  threat?  Have  we  had  such  a' thr^'t  since 
ample,  which  was  7  years  ago?  Have  w4;  had  a  ;t;h^Ut"dwm^^ 
period  of  time?  When  did  we  last  have  sucli  ii  threat  which  would 
liave  caused  us  to  do  the  damage  to  the  ecdnomy  that  is  now  being 
(lone  that  seems  to  us,  you  and  a  few  othei's,  not  everybody,  to  make 
us  h<4^ate  to  do  what  is  right? 

MStJIivlin.  t  am  not  hesitating  to  do  what  is  right,  I  am  simply 
cautioning  thaf  inflation;  whicl^  was  at  record  levels  in  the  last  2 
years,  is  a  problem  that  eveiyone  ought  to  think  alK)ut.  Economists 
really  have  to  l)e  in  all  honesty,  quite  cautious  and  uncertain  about 
wliat  would  happen  if  yon  hav^>  sustained  rapid  growth  in  the 
economy  as  you  approacli  levels  jQf  unemployment  of  4.5  or  4  or  3,5 
percent. 

Mr*  Hawkins,  Isn't  that  based  on  an  assumption  that  the  cause 
of  tlie  inflation  is  due  to  high  levels  of  unemployment? 
Mrs,  RrvLTN.  No,  I  don't  think  so, 

Mr,  IlAWKms,  .Unless/ifc  is,  then  why  don't  attack  a  rate  because  

Mrs.  RivfjNi'X.H'h  rtot  paying  wo  have  excessive  demand  pressure 
right;noW.  ;We^  rate^  which  is  greatly  improved 

froiff  bust  year, '.but. stijl^    higlier  levels  than  any  of  us  would  like 
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probably.  "Wliy  tliat  is  occurring  is  periiaps  a  result  of  past  history. 
It  would  seem  to  be  caused  by  a  couple  of  factors.  One  is  that  the 
past  mtes  of  inflation  are  not  attributable  to  demand  but  largely 
to  exogenous  forces,  such  as  relative  increases  in  oil  and  food  prices 
workmg  their  way  through  the  economy.  And  presumably  it^  is 
partly  attributable  to  the  expectations  of  inflation— the  fact  that 
eveiyone  is  conscious  of  inflation  and  people  Imm^built  that  into. 
.  their  price  behavior  and  their  wage  demands.  But  at  the  moment, 
inflation  does  not  seem  to  be  largely  from  curi^nt  demand  pressure. 

Mr.  Hawkins.  Wouldn't  it  l)e  better  to  attack  the  causes  like 
energy  costs,  tlie  monopolistic  practices,  "the  other  things  that  you 
mentioned  and  perhaps  some  you  didn't  mention.  Wouldn't  it  bo 
better  to  attjick  the  direct  causes  rather -tl^an  to  attack  the  emnlov- 
ment  factor  alone?  '  ^  ^  ^. 

Mi-s.  Kn'Lix.  I  am  not  attacking  anything. 

Mr.  I-Iawkins.  You  are  saying  that*  if  we  move  too  fast  on  ein- 
pioying  people,  we  might  rekindle  inflation  and  that  can  only  be  a 
.  conclusion  that  it  is  the  cause  of  inflation  or  it  might  be  a  pre- 
dominant cause.  . , 

Afrs.  EivLix.  Xo,  I  don't  think  so.  I  think  vou  are  misreadiu<i^  what 
i  am  saying.  Ix>t  me  say  this.  I  think  the  inflationary  asi)ects'^iii  the 
economy  are  an  important  element  that  we  have  to  deal  with  and 
we  have  to  deal^ith  (hem  on  several  different  fronts.  One  way  is 
to  consider  how  lb  induce  those  biases,  to  reduce  the  influence  of' ad- 
ministered prices.  Another  is  how  to  bring  unemployment  rates' 
down  which  IS,  I  think,  why  your  bill  is  designed  the  Avay  it  is. 
\ouv  bill  uses  all  kinds  of  difl*erent  tools,  })oth  the  noiTnal  tools  of 
liscai  and  monetaiy  policies  and  those  such  as  pul^lffr  .employment 
which  might  welU)e  adopted,  as  we  sai«  in  the  stAteAent,  to  Vreate 
inon^  ]ol)s  per  billion  dollars  of  Fedeml  expertditiire's  with  less 
intlationary  piessures.  r, 

The  only  thing  I  am  saying  al)Out  the  inflatiohajy  "kanger  is,  that 
economists  have  to  point  out  that,  with  several  years  of  sustained 
.  economic  growth  to  bring  unemployment  into  the  4  percent  im^e 
:  tiiM-e  IS  a  risk  that  the  inflation  will  rekindle. 

>rr.  H.vwKixs.  In  view  of  the  present  production  gap,  do  you  see 

VoJn  ""r "^''-^'^^'T^'  ^'^'^  a  ijormal  mte  of  growth  between  now  and 
IJJnO,  for  example? 

Mi-s.  Rivux.  A  normal  rate  of— — 

Mr.  ITawkixs.  ift^aning  in  the  neightorhood  of  4:1  t)ercent,-  which 
IS  a  reference  that  you  have. made  in  your  statement.  In  other  words 
ilo  you  see  us  closing  that  gap?  ' ' 

Mrs.  Rivijx.  Yes,  sir. 

Mr.  IIawkixr.  Do  you  see  wages  moving  ahead  of  product ivity 
and  prices  between  now  and  1080?  - 

Mi-s.  Rivrjx.  It  de])ends  on  what  the  Congress  does. 

Mr.  Hawkins.  Heavens,  I  hope  not. 

Mis  Rivijv.  f  would  think  you  would  hope  it  would. 

Mi\  Hawkixk.  I  don't  think  it  is  going  to  move  that  fast  unless 
we  have  some  rea^n  to  get  a  bill  passed.  I  don't  think  tlu^  Concrross 
ingoing  to  move  faster  merely  ])ecause  the  administration  isn't  <ro\n<r 
to  move  any  faster.  ^ 
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:  MV^.  KmjN.  A  6  percent  growfh  sustained  over  sstveral  years  to 
1980  would  certainly  get  us  into  the  4,5.  percentage  range. 

Mr.  Hawkins-  I  understand  we  ha Ve  a  time  problem.  Ijet  mo 
just  simply  ask  you  whether  or  not  you  are  familiar  with  the  testi- 
mony of  Mr.  Tobin  and  others  as  quoted  in  Business  Week. in  Feb- 
runi-y  2,  1976?  Prof.  James  Tobin  at  Yale  University  who^  as  you 
know,  is  a  foiiner  president  of  tlie  JEconoinists  Association,  said  that 
after  coming  out  of  the  steep  recession,  a  G<to  7  percent  rate  is  too 
low  a  target  to  shoot  for,  and  given  the  low  level  of  capacity,  the 
economy  can  go  9  percent  without  any  inflationary  impact.  Tlic^same 
views  weitJ  expressed  by  .Walter  Heller  wlio  said  that  the  economy 
sl^ould  grow  at  a  higher  real  economic  growtli  rate  thart  6  to.  7. 
percc'nt.  Tlie  same  corroboration  was  made  by  Otto  Eckstein,  by 
Aiilmr  Okun  and  by  a  host  of  others. 

I  think  you  would  agree  that  tliese  men  and  women  are  not 
so  visionary  that  they  would  suggest  a  rate  of  growth  that  is  highly 
inflationaiy.  But,  I  tliinlv  they  are  rightfully  reading  the  fact  of 
the  current  situation  in  suggesting  that  having  been  given  the  type 
of  recession  tliat  we  had,  we  need  to  do  better  in  the  recovery  than 
\yo  liave  done  in  the  others.  I  think  also  that  in  j-our  statement  when^ 
you  talk  about  tlie  Experience — which  I  didn't  get  an  opportunity 
to  get  to  on  page  10— in  the  last  30  years,  you  speak  of  that  ex- 
perience with  a  little  over  3-percont  growth,  and  you  fail  to  under- 
stand I  think  really  wliat  II.R.  50  is  all  about. 

If  we  felt  that  we  weren't  ready  to  match  the  economic  perform- 
ance or  to  use  the  same  techniques  that  have  been  used  for  the  past 
30  years  and  to  maintain  that  type  of  growth  rate,  we  wouldn't  have 
introduced  H.R.  50.  But,  I  think  that  you  have  to  admit  that  type 
of  approach  has  led  to  five  recessions  and  that  growth  rate  is  art  ! 
average  in  which  we  have  maintained  both  good  times  and  bad  times." 
II.R.  50  addresses  itself  not  to  that  past  experience,  but  to  what  we 
must  do  if  we  intend  to  actually  have  a  durable  recovery^* 

I  think  that  is  the  main  difference  between  your  points  of  view 
and  ours.  It  seems  to  me  that,  you  are  reading  the  past  history  and 
saying  to  do  l)etter  than  that  is  somehow  an  exception  and  somehow 
extraordinaiy.  Our  position  is  that  we  have  got  to  do  better  than 
what  we  had  done  in  the  past  if  we  expect  to  have  a  durable 
recovery. 

We  have  submitted  to  you  some  questions  on  what  projections  you 
make  in  the  variables  that  you  used  in  your  model.  ^Vliile  your  re- 
port to  the  Joint  Economic  Committee  cannot  be  mjide  until  mid- 
IVray,  I  would  hope  that  we  would  have  answers  to  the  questions  a 
long  time  before  so  that  we  can  address  ourselves  to  the  projection 
you  make'  to  get  us  to  some  point  by  1980  and  what  provisions  we 
think  are  needed  to  .get  us  to  a  more  acceptable  rate  of  unemploy- 
ment by  1()S0,  if  we  cum  call  any  rate  of  unemploymeijt  acceptable.:^* 

My  main  question  is  in  that  connection  when  can  .we  expect 
answers  to  the  questions  we  have  submitted  to  you? 

Jfrs.  RiVLTN.  Quito  soon.  I^t  me  just  take  this  opportunity  to  say 
a  little  al>out  the  role  of  the  Congressional  Budget  Office* ahd  -how 
we  can  Iw  helpful  to  a  committee  such  as  this.  We  cannot  take  a  posi- 
tion on  a  pailicular  bill  or  a  particular  growth  rate  and  I  am  not, 
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^  do  so.  We  can  only*  be  useful  to  the  Congress,  ii/ answering 

3'  uestions  su<*i  as:  what  do  you  think  would  happen  if  the  economy 
id  this  or  tlfitt  And  wc  have  to,  in  that  context,  say  what  we  think 
is  the  most:likoly  outcome.  We  also  have  to  alert  you  to  the  fact 
that  economic  analysts  are  not  united  in  their  assessment  of  sdme 
of  these  factors.  That  is  what  we  are  prepared  to  do  and  can  do. 

Mr.  Hawkins.  But  I  think  your  reports  and  statements  are  being 
quoted  as  bcmg  m  opposition  to'even  the  feasibility  of  achieving  a 
sufficient  growth  rate  to  get  us  down  to  3  percent  or  under  by  1980 
Inasmuch  as  you  are  being  quoted  in  jtliat  regard,  it  seems  to  me  it 
does  affect  ^policies  and  it  does  affect  the  handling  of  legislation  ' 
when  statements  that  we  disagree  with  are  made  without  supportinir 
(evidence.  ■  ;.   >.  ^ 

We  don't  knd-vl  wljfet  to  argue  about  because  we  don't  know  what 
rate  of  growth  you  anticipate. 

We  are  talking  about  H.p.  50.  So  it  does  affect  us.  Let  us  point 
out  what  models  you  use  and  what  you  put  into  the  computer  fo 
get  out  the  results  that  you  get  so  that  we  will  have  somethin<r  to 
address  ourselves  to  m  tenns  of  what  our  projections  are.  Then  if 
you  can.  x^onvince  us  that  we  are  wrong,  we  certainly  want  to' be 
convinced.  But,  we  want  to  have  the  facts  and  not  just  beautiful 
^    statements  that  liecome  meaninglefss  because  they  are  not  backed  up 

Mi-s.  RivLTN  We  would  be  happy  to  describe  the  way  we  make 
•    statements  of  the  relationship  between  economic  growth.and  anflatit^n^^e- 

Mr.  JlAWKiNg.  ThflLnk  you,  very  much.  .  .    •  .  ' 

Mr.  Daniels.  Thank  you,  Mrs.  Rivlin.  ^'  -^ 

This  concludes  today's  hearing.  I  would  like  to  say  thAt:  p^^^ 
Kobert  K  Hall  the  professor  of  economics  at  Masaachiisetts 'Insti-'-- 
tuto  of  lechnology,  who  was  scheduled  to  appear  h^rc  todW  ha's 
been  put- over  to  tomorrow  morning.  He  will  be  ouV  fiiSt  Warmfes..  1-^ 

We  will  a7l]ouniUoday  and  reconvene  tomorrow  mominrr  at  10 
o'clock  in  this /room. 

[Whereupon;  .(If  :  12^:30  p.m.,  the  hearing  was  adjoumedrto  re- 
convene  at  10  a.m.,  Friday,  April  9,  1976  ]  c  ' 
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FULL  EMPLOYMENT  MfiiiALANCED  GROWTH  ACT  OF 

1976  ' 


FBIDA^,  APBIL  9,  1976  .  * 

^  ■      ^  '       '         ■  . 

House  op  EEPRESENTAtiVEs,  .    .  » 

Subcommittee  ON  >lANPowiJi,  Compensation/ AN^ 

*  Health  and  Safety 

OP  THE  CoMMirftlE  ON  EDUCATION  AND  LaBOR,' 

Washington,  D,G. 

ThiB  subcdmpiittee  met  at  10:25  a.m.,  pursuant  to  recess  in  room 
2175,  Rayburh  House  Office^  Building,  Hon.  Doihinick  V.  Daniels 
(chairman  of  the  isubcommitt^e)  presiding. 

M6n>bers  present:  Representatives  Daniels,  Hawkins,  Gaydos, 
Beard  and  Sarasin. 

.  Staif  present:  Dan  Krivit,  counsel  j  Saralee  Schwartz,  research  as- 
sistant;, and  Nat  Semple,  minority  counsel. 

Mr.'  Daniels.  The  Subcommittee  ph'^Manpower,  Compensaii<itij;/;  >. 
•and  Health  and  Safety  will  come  to"<jfder-;  '^w^,:,j[;p^^y^  ^ 

This  morning  we  continue  witJI  Kea^;^  on  our  bill,  H.R.  50^-tiij5tk^^ 
Full  Employment  and  Balanced  (JrowtH  Act  of  1976.  Our  first  wlfe>  " 
ness  is  Prof .  Robert  %^  Hall,  economist  of  the  Massachusetts  Insti- 
.  tute  of  Technology.  *  ' 

Welcome,  Mr,  Hall.  -  v'; 

STATEMENT  OF  BOBEBT  £.  HALL,  EGOlTOfltlST,  MAS^ACHIJSETTS 
mSTirOTE  OP  TECHiifOLOGY 

Mr.  Haj^/.  Thank  you,  Mr;  \phaiiTnari*'. Would  you  prefer  th^t  I 
*  read  the^'^iitire  statement,  or  summarize? 

Mr.  DANIEL6.  Mr.  Hall,  w6  leave,  that  entirely  to  your  judgments 
If  you  desire  to  submit  your  statement  for  the  record,  I  will  ask 
unanimous  consent  that  it  be  printed  in  full  and  you  may  proceed 
to -summarize  and  highlight  the  points  you  desire  to  make.  - 

Do  you  desire  to  submit  the  statement?    '  ^  - 

Mr.  Hall.  Yes,  I  do.    ;     ^     ' ,[ 

Mr.  DANiELfl.  I  will  ask  unanimous  consent  that  this  statement  of, 
the  witness?  Professor  Robert  *E.  Hall,  be  incorporated  in  the  recijini  - 
al  this  point,  in  full.       "    jj^  .         ,    /-     ;   .   .  -       /'       \  ".^ 

[Pi^epared  s^tei^ient  of  RMt^rt  E.  Hall  .fbllaWs:]  : 

Prepaid  43TATEMEN'P'OFfIldM|^K.  Hall,  Professor  of -Econouios, 
*       Massacipubettb^Ktitute  of*  Teohnoloot 

.,1  aiia'%rateful  for  the  opportunltjjto  present  an  appraisal  of  the  ¥^11 
.  vkD«^^.*nbd  Balan^fid  Growth.  Act.  Snfce  th^  U.S.  economy  is  stIlV  opera tj 
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!hXoi.1eraJT.mf/i''r.'''  "°  '1"^"""  ""'^''1  importance  today*  of 

The  prol.IeraH  that  tlie  Act  proposes  to  .solve.  Any  improvements  in  federal  eco- 
noni.c  policy-making. that  will  help  prevent  the  repetition  of  the  devastatinK 

alm^f  M,p"vn,'^"i"^?*'"'  ''"'^  Balanced  Growth  Act  rests  on  two  'hnsic  premi.sos 
v  Z  Anierlcnn  ecenon»y  ^nd  the  role  of  federal  policy-maiers  within  it 
IsTn  1  .rtV  nL'  ^  f     V'm  unfavorable  performance  of  the  economy 

,tl  nifc''T  ^  -  ''""^'"'al.le  to  deflciencie.s  In  national  economic  policy.  It  cre- 
H  ortcomin^^Tn  Tr'^T'  '"^^'ating  economic  policy  to  avoid  the'e 
Hhorttomings  in  tfie  future.  Second,  the  Act  establishes  a  clear  numerical  coal 
n*.iri!:  ;;;;"f";  .i'"i'.'^;-  U"«-P">y-ent  is  not  to  excLd  3  percent  withinTe 
mnlt  ,?lr    ,^  "",7  '^''^  t°  achieve  this  goal  Ihroiigh  aggregate 

™T  •l'"^-'"*''!  «nd  through.-sBpplementary  manpower  anSa  a 

rognim..  I  support  m-^hy  of  the  reforms'  e"inbodied  in'  the  Act  for  improvinc 
the  performance  of  federal  economic  policy."  In  this  appraisalVl  owev^  I  Xn 
^  r.'n„Tc:;f^ern't^*',r.e"^°"'  ^^^^  '^'^^  on  fLes  of  priz^ary'  JrS 

tl.o^  nnfon^Tl  Htruoture  of  the  labor  market,  an\l  with  present  knowledge  about 
the  potent  ul  impact  of  structural  reforms  within  the  power  of  the  federal 

rr^uT*'v"V  /'"'  Employment  and  Balanced 

(.jowth.  A('t  is  nurealisticaiUy  low..  Unemployment  rate.s  in  the  range  of  ,3  ner 
vent  amonj;  adults,  or  3.8  pbrcent  of  the  total .iW^rforce  are  Suely 
naTor"!'-:  «'!f r-  "'""Si.  they  can  be  o^itev.^  for  brief  periX  l^  he 
past  20  years,  the  adult  unemployment  rate  has'reuched  3  percent  only  in  the 
.ree  peak  years  1008.  and  1%9.  The  exceptfonally  tight  labor  markets  f 

r;  «  '"'rf^t  of  wage  inflation  who4  effects  are  ™  H  I  eii  g 

[fv  nfrjl  '^'l'"';/'''}'  ^'^Pn"«'"n"y  monetary  and  fiscal  policies  cannot 
sfr,  n  l«T  "',1        ""employment  target,  the  Act  al^  provides  for 

s  rnctura    manpower  polldes  to  make  the  target  feasible  in  the  longer  run, 
M us„-n''^,'"  HUl>.-tnntially  exaggerates  the  potential  contribution  of ' 

V    h  "'"^  'I'^'-edit  the  genuine  smaller  contributions  of 

Mich  iirogriiiys  under  more  realistic  goals, 

.   At- the  present  time^  I  iMilJeve  it  i.s' unwise  to  adopt  a  single  permanent  target 
unemployment  rate.  Certainly  the  target' for  Uie  next  two  y^rs  ought  to  i" 
well  I.el(.w  the  present, high  level.  Unt,  I.  bplleve  that  a  target  as  law  as  the  3  • 
Pi-rcent  in  the  Kull  Employment  ancLnnliTnced  Growth  Act  wmU^Ynfse  false 
■UuT.  ^^:,Tr  h'"'"       r'"!:'"""^^  "f       TJ.S.  economy.  The  .liWppofntmen?  o? 

"  ,'rr  only  add  to  the  prevniling.mood  of  skepticisia  about 

partbS         ^  "^"''^  "'^  °'  economic  policy  in 

iSHUKS  i\  l)[:^•KI^^n^•I\o  THE  TAnc,r,T  u.vEfipLOiKifa^i^,  nATE 

rr?wM,"  w'!">  'u'"^  'entiires  of  the  Full  Employment  and  Balanced 

Growth  Act  is  its  establishment  of  a  specific  numerical  target  for  the  nnem- 

o  'The".';..  r7""'-;Jl^'';rr'.,'"  '°  ^^'"'^'^  3. percent  „mong  ayuifc  members 
of  the  abor  force.  The  limitation  to  adults  has  escaped  general  attention,  and 
the  Ac  IS  usually  thoug},^  to  mandate  a  target  of  3  percent  of  the  total  labor 
force.  I  lie  i»ipli<'<  target,  for  the  total  unemployment  rate  is  in  fact  clo.ser  to  4 
percent,  as  the  following  data  reveal :        ^  ■ 

|ln  percenll 


1967 
1968 
1*9 
1970 
1971 
1972. 
1973. 
1974 
1975. 


Year 

Adult  unermilov* 
ment  rata 

Total  unemploy- 
mentri^te 

3.8 

-v-  3.0 

4.5 
3.8 

3.8 

3.6 
15 

'     •  4.9 
5.9 
5.6 
4.9 
5.6 

 ...]Kl[[["]ii 

  4.1 

  .  M 

-u-  v4:r 
  4;o 

h- 

8.5 
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:  .  'The  Act  requires  that  Ihbor  market  conditions  like  those  of  1966  he  uinde 
Permanent.  Since  the  target  was  reached  in  1966  and  surpassed  in  IWiWK), 
there»is  little  question  of  the  feasibility  of  the  target  In  one  year  or  transitory 
perifMl.,  In  fact,  the  target  could  be  reached  in  much  less  than  the  four  years 
pennltted  by  the  Act.  The  substantive  question  is  the  lAility  of  the  economy  to 
j;uKtain  such  tight  labor  markets  year  after  year.  The  great  majority  of  econo- 
mists would  agree  that  exceptionally  tight  markets  cause  wages  to  'rise  faster 

•  than  they  would  otherwise.  The  loeric  of  this'^view  is  quite  persuasive—tight 
markets  mean  that  employers  hid  against  each  other  for  scarce  labor,  and 
workers  are  able  to  select  the  he^t  paying  job  from  a  wider  set  of  alternatives. 
Hie  Miew  has  been  sustained  in  countless  research  studies  using  a  great  variety 
of  data  on  wages.  Among  economists,  many  supporters  of  the  Full  Employment 
and  Balanced  Growth  Act  would  concede  the  inflationary  implications  of  the 
unemployment  target,  but  would  argue  that  the  inflation  could  b^  toleratetl  or 
offset  by  other  poUcies:  However,  anothei?  Influential  body  of  opinion  holds  that 
an  unemployment  target  of  under  4  percent  is  not  just  inflationary  hut  is  un- 
sustainable for  more  than  a  few  years.  According  to  this  view,  wnge  inflation 
would  worsen  erery  successive  year  that  monetary  and  flscal  policy:  achieved 

•  the  target,  and  sooner  or  later  uq  further  expausion  would  be  adequate  to  main- 
tain such  tight  conditions  in  the  labor  market.  Adherents  of  this  view  point  to 
the  experience  in  the  late  sixties,  when  four  years  of  unemployment  near  or. 
below  the  target  lev^l  apparently  provided  Wage  inflatipn  ^vlth  a  momentum 
that  carried  it  through  the  early  seventies  even  in  thJ  face  "of  significantly 
higher  imemployment  in  1970  and  later.  Those  economistaf  who  believe  that  4 
to  5  i)erceut  unemployment  Ih  sustainable  will  concede  that  the  momentum  of 
wage  inflation  cumulates  during  periods  of  unemployment  much  below  that 
•level.  ^         .   '  ^ 

.  Estimates  of  the  unemployment,  rate  below  which  wage  Inflation  begins  to 
'develop  ^momentum- differ  somewhat,  but  none  to  my  knowledge  that  include 
the  period  1066-1973  suggests  that  It  Is  much  below  5  percent  or  much  above  6 
percent.  A  reasonable  single  estimate  is  5.8  percent,  or  5  percent  of  adults 
though  it  should  be  re^ognizeft  that  there  is  a  good  deal  of  uncertainty  about 
it^  precise  value  and  that  it  has  gVown  over  time  In  the  past  ten  years.  The 
growth  was  attributable  to  shifts  in  tlie  compp.sition.of.  th^  labor  force  toward' 
groups  wih  higher  unemployment  rates  (mainly,  the  young)  and  perhaps  to 
certain -trends  in  the  structure  of  employment  arid  Lavels  of  uneniplqjunent  ' 
benefits.  Estimates  also  differ  for  the  rate  at  which  wage  inflation  accelefates 
when  the  unemployment  rate  is  pii.shed  below  the  sustainable  level,  but  a 

•  reasouable  estimate  seems  to  be  one-half  percenta^je  point  of  additional  wage 
inflatidn  for  each  full  year  during  which  the  unemployment  ra^te  is  held  a  per- 
centage point  below  the  sustainable  level.  As  a  rough,  ilhistration  of  the^  work- 
ing of  this  process,  consider  the  following  exr/mple :  Wage  inflation  in  1076 
apparently  will  l)e  about  ft  percent.  If  the  economy  achieved  the  goal  of  the 
Full  Kmployment  and  Balanced  Growth  Act  in  1977  and  subsequent  years,  wage 
inflaHon  would  be  0  i^^reent  in  l977,  10  iHjrccnt  in  1978,  11  percent  in  1979,  and 
12  i)erccnt  in  19.S0.  These  projections  do  not  include  the  extra  Inflation' that 

•might  accompany^  such  a  large  discontinuous  drop  iu  the  uucmplovnieut  rate 
The  Act  permits  a  much  slower  movement  toward  the  target,  in  recognition 

^  these  adjustnient  costs.  These  projections  are  roughly  consistent  with  what 
liapiH»ned  in  1966-69.  Extrapolation  beyond  four  years  is  dangerous,  because 
Hiere  Ims  hm\  no  comparable  historical  experience  of  very  tight  labor  markets 
for  more  than  four  years.  '     .      '  ^  ' 

^.The  weight  6f  the  evjdcnce  suggests  that  the  adoption  of  the  Act's  imemployr 
meut  target  and  its  achievement*  with  expansionary  monetary  and  fiscal  pollcv 
alone  would  commit  the  United  States  to  continuing"  high  rate.*4  of  wage  infla- 
tion, inflation  that  would  Worsen  progressively.  The  Act  relies  on  two  addi- 
tional types  of  policies  to  protect  the  economy  against  this  inflhtion  :  Measures 
that  rednce  prices  relative  to  wages,  and  structural  iwlicies  in  the  Idhor  mar- 
ket that  reduce  the  sustainable  unemployment  rate.  "In  the  first  category  the 
°  Act  assert;?  that  expansion  itself  will  reduce  co.KtH  relative  to  wages  by  increas- 
ing supply.  Further,  it  mandates  policies  to  limit  food  prices  and  to  re^luce 
monopoly  power.  .Whatever  tl'ieir  ipagnitude,  all  of  these  have  <^nSy  a  transi- 
.tory  efPect  on  price  inflation  relative  to  wage  inflati(m.  No  inntKr  how  ag- 
gressively they  are  pursued,  within  a  few  years  the  long-term*  historical  rein- 
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tion,  between  wape  and  price  inflation  will  re-establish  itself,  with  prices  rising 
between  two  and  three  percentage  points  more  slowly  than  wages.  For  the 
long  run,  the  Full  Employment  and  Balanced  Growth.  Act  in  effect  puts  full 
reliance  on  structural  manpower  policies  to  eliminate  the  otherwise  inflationary 
effect  of  its  low  target  fo^.  the  unemployment  rate. 

STRUCTURAL  POUCIES  IN  THE  LABOR  MARKET  *  '  ' 

The'  Full  Employment  ah^,  Balanced  Growth  AjCt  calls  upon  structural  poli- 
cies to  reduce  the  sustainajDfe  unemployment  rate  from  ^vP^^l3f  ft.  percent  to 
helow  4  i)ercent  of  the  tot^  labor  force,  or  from  5  to  3  perciB^tf  f 6^,  adults.  It 
mandates  two  types  of  programs  with  ^vli^ell  the  federal  goipjernment'-'has  had  a 
good  deal  of  experience  sijice  a'901 :  aid  to  depressed  regions 'and:ia'  variety  of 
programs  directed  specifically  at  youths.  There  is  no  question  abiSut  the  magni- 
tude of  the  problems  addressed  by  these  programs.  For  example,  if  unemploy- 
ment am6ag,yteenagers  ct^uld  be  reduced  to  the  average  le\el  for  adults,  the 
su.stainable  uneniployraent  rate  for  all-  workers  would  fall  lly  nearly  one  per- 
centage point.  Youth  uneinployment  Ji.s  a  complex  prohlenji  stemming  from  the 
combipation  of  limited  entry-level  ojpportunlties  for  jobs  with  real  futures  and 
from  the  turnover  as5(ociated  with  the  high  level  of  personal  freedom  granted 
to  the  young  today.  Programs  that  get  young  workers  .started  on  promising 
careers  simply  have  not  worked  out  yet,  and  the  substantive -obstacles  to  their 
large-scale  implementatifli  are  very  serious. 'Programs  with  the  more  modest- 
goal  of  providing  summer  employment  for  teenagers  have  been  successful  and 
ought  to  be  expanded,^ in  my  view.  In  any  case,  reductions  in  uaenaployment 
rates  ^or  yoliths  can  do  very  little  to  help  in  achieving  the  Act's  unemployment 
target|jfvhich  reljites  to  adult  unemployment  alone. 

The  principal  structural  policy  proposed  by  the  Act  for  the  adult  labor  forcfe 
is  the  creiition  of  jobs  in  federally  operated  pubhc  employment  projects  and  in 
pfivate  nonprofit. projects.  Direct  employment  certainly  can  reduce  the  unem- 
ployment rate.  The  central  question  is  how  much  of  this  is  a  reduction  in  the 
•sustainable  unemployment  rate  and  how  mirch  simply  adds to  inflationary 
pressure  in  tl/e  labor  market.  Suppo.se  we  knew  the  answer  to  this  question; 
that  is,  we  could  specify  what  fraction  of  public  lobs  were  non-inflationary. 
Then  each  million  public  jol^s  would  reduce  the  sustainable  unemployment 
pate  by  one  percentage  point  (a^wuming  a.labor  force  of  100  million,  a  level 
«  that  will  lie  reached  In.  the  next  few  years),  multiplied  by  the  non-lnflationiiry 
'  fraction.  Further,  the  number  of  ■j)ublic*"jobs  needed  to  bring  about  a,  twp  per- 
centage-point reduction  in  the  .sustainable  unemployment  rate  is  sintply  the 
non-inflationary  fraction  divided  inJ;o--fcwowThe  value  of  the  non-inflationary 
-  fraction'  is  a  matter  of  debate.  One  extreme  viewUiolds  that  the  fraction  is  one 
— jevery  public  jp^  reduces*  sustainable  unemployment  hy  one  individual.  Then 
the  Act's  target  couUl  be  achieved  l>y  creating  two  million  public  and  nonprofit 
jobs.  The  other  extreme  view  ho|ds  *that  public  demand  for  workers  is  Just  as 
inflationary  as  demand  froin  any  source,  and  a.sserts  that  the  fraction  ia  zero. 
Under  this  view,  no  public  employment  program  of  any  size  could  achieve  the 
target 

Tliere  is  persuasive  evidence  against  both  extremes.  On  the  ope  hand,  public 
employment  tehds  to  bring  workers  from  groups  with  high  unemployment  rates 
Into-.the  labor  force,  even  if  tliey  are  not  hired  directly  by  the  program.  Simi- 
larly; the  tightening  of  the  labor  market  accomplislted  by  public  employment 
increases  quits  among'  workers  who  are  dissatisfied  with  their  jobs  and  take 
ad\'lintuge  of  improve<i  conditlonH.to  find  l)etter  jobs.  In  addition,  past  experi- 
ence with  employment  programs  suggests  that  some  of  the  workers  hhed  under 
them  will  not  come  from  high  unemployment  groups,  in  «plte  of  the  intent  of 
the  program,  Adn^inl.strators  of  tho  programs  face  incentives  to  maximize  the 
productivity  of  the  workers  they  hire,  and  generally  the  most  proddctive  work- 
ers are  the  least  subject^  unemployment.  This  problem  is  even  more  acute  In 
labor  market  programs  supporting  private  employnaent  To  the  extent  that  the 
workers  hired  are  those  with  good  prospects  elsewhere,  a  public  employment 
program  is  inflationary.  In  view  of  all  of  these  influencea,  it  appears  that  the 
non-Inflationary  fraction  is  not  above  oae-half,.  cyid  could  be  ^ven  lower.  On 
the  other  hand,  the  non-inflationary  fraction  is  certainly  greater  than  zero, 
because  public  employment  programs  can  have  a  favorable  effect  on  the  com- 


245 


243 


position  of .  employment,  .biasing  It  toward  groups  with  high  unemployment. 
rates.  The  Act  contains  some  specific  provisions  with  exactly  this  Inteht, 

In  my  opinion,  the  evidence  supports  the  view  that  between  a  quarter  and  a 
half  of  the  reduction  In  unerilploymont  achieved  by  a  ^public  employment  pro- 

 gram  Is  non-inflationary.  -This  implies.  In  turn,  that  between  four  and  eight 

million  public  jobs  would  be  rjequiretl  to  achieve  the  2  percent  reduction  In 'the 
sustainable  unemployment  rate  thut  tUe  Full  Employment  and  Balanced-  Growth  . 
Act  mandates.  At  a  gross  cost  ,to  the  taxpayers  of/ say,  $10,000  per  year  for 
each  job,  the  total  gross  cost  of  the  public  employment  provisions  of  the  Act 
would  be  $40  to  $80  billion^  per  year/The  net  cost  would  be  less  because  the 
cost  of  unemployment  compensation  ahd  Income  maintenance  would  fall  by  ' 
perhaps  $10  billton. 

On  the  basis  of  these  calculations,  I  have  to  conclude,  regretfully  but  flrmly, 
that  the  >fea Sibil Ity  of  the  Act*8  structural  program  is  very  much  open  to  ques- 
tion at  this  stage.  Its  open-ended  guarantee  to  underwrite  tfye  employment  of 
as  many  workers  as  necessary  to  maintain  the  target  rate  of  unemployment 
could  require  iin  Infeaslbly  large  expansion  of  the  federal  budget.  Public  em- 
ployment on  tk'e  scale  required  by  the  Act  would  surely  displace  many  other 
essential  social  expenditures,  poses  a  particular  threat  to  programs  that 
provide  Income  to  Individuals  who  tfre  unable  to  work  and  who  would  not 
beneflt  from  an  employment  program  pn^^ny  scale.  / 

CONCLUSIONS'-  ./ 

The  Full  Employment  and  Balanced  Growth  Act  Is  fij  inove  In  the  right 
direction,  but  It  Is  too  large  a  move.  It  establishes  a  target  for  unemployment 
that  Is  simply  Jnfeaslble  In  today's  economy.  There  are  two  dangers  In  setting 
such  an  unrealistic  target.  First,  the  actual  performance  of  the  economy  may 
fall  short — unemployment  may  remain  above  the  target  in  spite  of  the  best 
efforts  of  policy  makers.  Then  the  adoption  of  the  target  Invites  further  dis- 
illusionment about  the  capabilities  of  government.  Second,  the  attempt  to 
achieve  the  unattainable  may  bring  atk  accelerating  Inflatloj^  and  an  eventual^ 
popular  reaction  against  such  expansionary  pollcle^  possibly  terminating  In* 
deep  recession.  At  this  stage,  the  country  would  be  | better  served  by  a  more 
judicious  expansionary  policy."  X  ' 

Idn/HAij:^  Mr,  Chairman  and  members  of  the.^ubcommitt^,  I  am 
grate'ful  for  the  opportunity  to  present  ah  appraisal  of  the  Full  Em- 
ployment and  Balunoed  Growth  Act.;  Since  t.he_U.S,  economy  is  still 
operating  far  bel|t)w  its  potential,  there- is  no  question  t^bout  the  ceu- ' 
.  ti*al  importance  today  of  Jdie  problems -that  the  act  proposes  to  solve. 

Any  improvements  in  Federal  economic  policymalang  that  will 
help  prevent  the  repetition  of  the  devastating  economic  experience, 
of*  the  past  2  years  will  be  welcomed  by  every  citizen  of  the  United 
States. 

-  I  support  many  of  the  reforms  embodied  in  the  act  for  improving 
the  performance  of  Federareconomic  policy.  In  this  appraisal,  how- 
ever, I  shall  concentrate  on  the  unemployment  target  established  by, 
tlie  act,  which  bears  on  issues  of  primary  professional  concern  to  me. 

With  present  structure,  of  the  labor  market,  and  with  present 
knowledge  about  the  potential  impact  of  structural  reforms  within 
the  power  o<  the  Federal  Government,  the  unemjfloyment  target  tit  * 
the  Full  Employment  and  Balanced  Growth  Act  is  unrealistically 
low,  *  , 

Unemployment  rates  in  the  range  of  3  percent  are  definitely,  not" 
permanently  sustainable,  though  they  can  be  achieved  -for  brief 
periods,  '  .  ^'  . 

Recognizing  that  expansionary  monetary  and  fiscal  policies  can- 
not by  tKeraselves  sustain  tlie  low  unemployment,  target,  the  Act 
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piT)vlil(«^  for  stnictiirul  niaiipowcM-  policies  to  inako  the  tnrorot  feasible 
in  the  longer  niii.  In  my  opinion,  the  act  substiuitinlly  exa<;gerates 
the  potential  contribution  of  these  programs,  and  may  serve  to 
discredit  the  gtmuino  smaller  contributions  of  jni<*h  j^j-ograms  under 
nioi*e  realistic  goals.  "  a 

At  the  present  time,  I  believe  it  is  unwis(v4o  adopt  ?l  singlq  per- 
manent target  miemployiiTent  rate.  Ceitamiy%  the  tarCttt  foi-  the 
next  2  years  ought  to  be  well  below  the  pfes^it  high  i^y^l.  But  I 
Ix^lievo  that  a  taiget  as  low  as  the  3  peicent  in  tbe  Full^BTiyifloynieiit 
and  Balanced  (iiowth  Act  would  raise  falsev^^pectations' al)out  the 
perfornuuico  of  the  U.S.  economy.  The  disap{)oihtinent  of  these  ex- 
pectations would  only  add  to  the  prevailing  Tjiiood  of  g^lcepticism 
al)out  Goveriunent  policies  in  general,  and  abojjt  tke  conduct  of 
e<*onomic  pplicy  in  particular. 

My  testimony  then  i-eviews  material  that  appeared  in  Dr.  Eivlin's 
statement  as  well  as  about  the  ivlationship  between  the  adult  unem- 
pbynient  rate  and  the  total  unemployment  rate.  This  is  subject,  of 
coui-se,  to  the  question  which  I  understand  is  still  open  about  the 
exact  definition  of  an  adult  in  terms  of  the  act. 

Mr.  Hawkins.  May  I  interrupt  at  that  point  because  reference  is 
inade  to  the  defimtion  of  adult  as  l)eing  unclear  in  the  act.  I  think 
I  stated  yesterday  as  X  have  stated  several  times,  and  l  thinlc  the 
witness  should  also  be  informed  that  when  the'  bill  was  refei'red 
to  this  snbconumtteo,  that  definition  was  clearly  stated  to  mean 
those  16  yeai-s  of  ag(>  and  over. 

I  think  there  shoiHct  be  no  confusion  in  these  heai-ings  that  we 
have  iu  any  way  confused  that  definition.  I  interrupt  atahis  point 
didy  to  be  inforniativ(*  and  not  to  debate  the  issue,  but  simply  to  say 
that  rightly  or  wron^-ly,  the  bill  does  define  adidt  as  belmr  those 
10  yeais  of  age  ami  older.  ^ 

Mr.  Daniei.s.  I  might  further  state  that  the  staff,  has  what  w^o  re- 
fer to  as  a  blue  sheet  on  this  bill,  and  the  definition  of  adults  is 
clearly  set  foith  in  this  blue  sheet.  If  you  desire  a  copy  of  it  Pro- 
fessor Hall,  I  would  bo  glad  to  let  you  have  it.  ' 

Mi-.  Hall.  That  would  only  strengthen  the  point  I"  make  in  my 
statement  that  I  believe  the  goal  set  here  is  too  low.  Where  I  refer- 
to  a  goal  of  3.8  percent,  it  should  be  replaced  with  a  goal  of  3  0 
percent,  which  I  would  regard  as  less  sustainable  than  3.8  percent  ' 
In  reviewing  the  performance  of  the  United  States  economy  in 
the  i-ccent  past,  suice  1965,  we  find  tliat  the  total  unemployment  rate 
reached  its  minimum  in  1969  at  3.5  percent.  That  is  below  the  3  8 
peivent  that  T  thought  the  act.  established,  but  well  above  the  3  0 
I>ercent  that  I  now  underetand  the  iict  establishes  as  a  goal. 

In  any  case,  I  would  conclude,  at  least  with  respect  to  the  goal  in 
the  3  percent  raiigcothat  it  is  a  target  that  can  be  achieved.  I  don't 
want  to  be-  misunderstood  in  my  testimony  here. 

It  is  not  a  question  of  whether  it  can  be  achieved  with  a  sufTiciently 
expansionary  policy  but  the  rssue  I  want  to  address  is  \V'Jiether  it 
can  be  sustained that  is,  whether  the  economy  could  continue  to 
M^orato  in  the  neighlx)rhood  of  the  target  for  sevei-al  successive  years 
that  IS  the  question  that  I,  as  a  student  of  this  question  am 
very  skeptical  about.  i  ^  » 
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The  groat  majority  of  economists  would  agrco,  tliat  exceptionally 
tight  lalx)r  markets  cause  wages  to  rise  ftister  than  they  ^Yollkl 
otTiorwise.  ^ 

Furthormore,  and  this  is  a  point  wliich  I  want  to  emphasize  in 
my  testimony,  an  unemployment  .target  of  under  4  percent  is  not 
inflationary  but  is  unsustainable*  in  the  sense  that  the*  inflationary 
pressure  accumulates  as  the  unemployment  is  held  bolow  a  certain 
level  which  I  refer  to  as  the  sustainable  imemployment  level. 

Adherents  of  the  view. that  I  ad^^cilte  point  to  tlie^experience  in 
the  late  1960's  when  4  years  of  unemployment  near  or  be^6^^c  the 
target  level  apparently  pix)vided  wagi!  inflation  with  a  niomontlim 
that  earned  it  through  the  early  1970's,  even  in  the  face  of  insig- 
nificantly higher  unemployment  in  1970  and  later, 

Estimaited  of  the  unemployment  rate  that  I  refer  to  a5**the  sus- 
tainable unemployment  i-ate  vary  for  today  but  ivconsenwis  of  ccoA- 
»omists  who  have  stildieil  this  carefully,  I  think,  would  Siiy  it  is 
between  5  and  6  percent,  aiid  probably  closer  to  G  percent  jthaij^^ to 
5  percent.  ^  ^        ^  i\  . 

I  have  used  a  mnnl)er  for  today  of  5.8  percent.  I  recognize  that 
that  nmnber  is  too  high.  We  would  aJl  agi^ec  that  that  n\nnbt^  is 
too  high,  but  I  think  we  need  to  recognize  that  that  is  the  nunToer, 

I  would  like  now  to  refer  to  a  pajjc  tha^  I  circulated  todav,  which 
is  not  in  the  testimony  itself  but  will  appear ^n  the  revistnl  ^•el*sion 
of  my  testimony.  It  tries  to  address  this  question  of  whether  it  is 
true  that  tight*  labor  markets  and  low  iiiiemploynieut  i^ites  bring 
about  inflation.  *  ^ 

Let  me  emphasize  that  when  I  refer  to  inflation  I  refer  to  wage 
inflation,  not  to  price  inflation.  There  have  been  hiany  important 
episodes  when  price  inflation  and  wage  inflation  wei^  diflfei^nt. 

One  of  the  misunderstandings  bet^veen  economists  and  others  on 
this  issue  is  that  the  point  that  is  being  made  hei^  refers  to  wage 
inflation.  We  must  study  separately  the  relationsliip  between  price 
inflation  and  wage  inflation. 

The  historical  record  from  lOltJ  to  1975  appeal's  in  this  supple- 
men  taiy  sheet  and  I  read  this  as  showing  very  clearly  tliat  when  the 
unemployment  rate  drops  below  the  sustainable  rate,  or  is  pushed 
below,  by  aggregate  policy  or  whatever  reason,  wo  find  that  wage 
inflation  be<iomes  higher  than  it  was  in  the  previous  episode. 

I  have  identifio<l  four  episotle^:  of  moi^  than  1  year  when  we  tried 
to  operate  the  economy  at  an  imemplo\inent  rate  below  the  sustain- 
able level.  In  every  case  we  achieved  it.  There  was  lio  disaster  in  the 
economy. 

But  I  point  to  the  third  column  where  we  can  see  1951  is  the  clear- 
est case.  We  heard  yesterday  *that  there  was  a  mystery  about  this 
period  because  it  was  a  period  of  low  unemplo^-ment  and  low  inflation. 
But  that  was  looking  at  the  wrong  inflation  variable  with  ro-pect  to 
the  proposition  that  has  been  established  by  economic  reserach. 

It  \\^as  wage  inflation  that  that  proposition  refeiTed  to.  And  look 
al  what  happened  to  wage  inflation  in  the  Korean  War  perioil,  1951 
to  1953.  It  jumped  well  above  what  had  been  before — not  well  al)ove 
what  it  was  in  1948.  But  again,  1948  was  a  year  of  very  low  unem- 
ployment. 
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.  Tliw  we  e^itorwl  tlio  Ion-  poriml  of  wagx^  stal.ilitv.  Wa"t)  stability 
'1' '.  P>"  >>«  "ily  thiTc-tontlis  of  I,  i^TOntac,.  point 

;i,i»CT,:™for\Cia!i!;L^^^^ 

S  u  w^^vo„  .^^i^'^'•  '••"■'"^  tl'at 'poiuml  is  sonu.u'l.at  more 

I  hat  ad.Iod  f.rPFlior  to  this  base  lovH  of  wa'ro  inflation  T5„t  n,^ 

Jifrf^iir^j^vs^if— ^^^^^^ 

labor  market  conditions  of  tho  io«n'/,,  -li    TT  P^"^>  aoluove 
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Balanced  Growth  Act  can  do  soinothinp  to  improve  the  situation, 
that  is,  to  make  an  uneinplojinotit  rate  m  the  3  to  4  percent  \^ngQ 
snstainable. 

The  principal  structural  ix)licy  proposed  by  the  act  for  the  adult 
labor  force  is  the  civatiou  of  jobs  in  federally  operated  pub  tic  em- 
ployment projects  and  in  private  non-profit  projects.  ^ 

Direct  employment  ceilaiuly  cjin  reduce  the  uneniploymeut  rate. 
T  will  not  take  the  position  I  Ibelieve  other  economists  have  that  one 
loses  all  the  employment  through  displacement  effects  and  tilings 
like  that. 

I  think  well-dt>signed  programs  can,  in  fact,  aichieve  the  i-eduction 
of  the  unemployment  nite.  But  the  question  is  how  much  of  that  re- 
duction is  simply  the  kind  of  re<;luction  that  yon  coufd  achieve  with 
aggregate  policy,  particula^  monetary  policy,  and  how  mn(*.h  of  it 
is  simply  the  kind  of  nMhiction  in  ufiemployment  that  causos  the  wage 
inflation  that  I  have  just  discussed,  and  how  much  of  it  is  truly  a 
mluction  in  the>feustainable  uaemployment  rate. 

My  impression,  based^n  a  fairly  cai*efnt  study  of  the  evidence  that 
I  carried  out  several  years  ago,  which  P  believe  is  still  relevant,  is 
that  a  substantial  fraction  of  what  can  be  achieved  by  the  public  em- 

t)loyment  program  is  vi.^ry  closely  the  same  as  what  can  be  achieved 
ly  monetary  policy. 

Only  between  a  quarter  and  a  half  of  the  mluction  in  nueuiploy-. 
ment  brought  about  by  legislation  of  tliis  kind  could  be  called  nou- 
inflationary;  that  is,  reduction  in  the  sustainable  unemployment  rate. 
One  can  then  compute  the  number  of  jobs  mpiiml  iu  order'to  get 
the  n^duction  in  the  sustainable  nnemplo\Tneut  rate  essentially  by 
'  dividing  by  that  fraction  that  I  jnsl  inferred  to.  ^ 

Unfortunately,  the^ result  of  that  is  very  large  numbers.  If  the  frac- 
tion as  as  low  as  a  quarter,  it  takes  four  public  .service  jobs  to  reduce 
the  sustainable  uncmplo>ii\eut  rate  by  one  individual. 

If  the  target  is  a  reduction  \n  nnomployment  of  2  million  aiul  the 
fraction  is  4  tfit^n  it  could  roquu-e  8  million  public  service  jobs*  I  don't 
believe  that  the  aut hoi's  of  tli  s  legislation  anticipated  that  anything 
like  8  million  public  .servi'^e  ]obs  are  what  would  be  called  for  to 
acliieve  the  goals  of  the  legislation.        K  ' 

•  This  corfipntation  gives  nuir,bers  in  the  rang6  of  5  tx>  10  million 
public  jol)s  dep'^^nding  on  the  y.jirtieular  assumptions  and  the  inter])re- 
tation,of  the  goal  establisluil  i)y  the  act.  It  seems  to  me  that  that 
suggtsts  that  the  magnitude  of  the  program  being  discusseil  here  is 
rather  1:1  rger than  I  think  "vas  really  anticipated  when  the  legislation 
was  prepared. 

On  the  basis  of  thes<*  calculations  I  have  to  conclude  regretfully, 
but  firmly,  that  the  feasibility  of  the  Act's  structural  program  is  very 
much  open  to  question  at  this 'stage.  Its  open-endwl  guaranU^e  to 
underwrite  the  employment  of  as  many  works's  as  necessary  to  main-  ' 
tain  the  target  rate  of  unemployment  could  require  an  infeasibly 
large  expansion  of  the  Federal  budget. 

Public  employment  on  the  scale  reqiiiied  by  the  act  would  surely 
displace  many  essential  social  expendituitjs.  It  poses  a  particular 
threat  to  programs  that  provide  income  to  individuals  who  are  nn- 
*able  to  work 'and  "who  would  not  benefit  from  an  employment  pro- 
gram on  any  scale. 
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There  is  a  largo  nnnilx'r  of  siu-li  iiulividnals.  It  inclu.lo.s  fainilios 

Roliajice  on  public  eniploymeut  alone,  esRccially  such  a  hu-e  ,„„-' 
^nin.  poses  a  ch.n^^u-  to  the  other  kinds  o?  pro^rnuns  that  ^™  h  vc 
tl^'if  supplement  incomes  directly. 

Iho  Pull  Lmployiiient  and  Balance  Growth  Act  is  a  move  in  the 
right  (l.roct.on,  and  I  feel  personally  strongly  that  we  ha  o  no  1  1 
enough  expansionary  iK,licy.  M  don't  waait 'niy  remarks  ?o  it  ' 
terpivted  as  supporting  the  position  that  the  rec>es«ion  we  i.ist  had 
pmgm"        '  '™  '"^'^  ^'"'^  ^  "'"'■'^  expansionary 

I  think  wo  should  have  had  much  more  expansionary  monefarv 
polunes  than  Wc  dul,  and  even  tclay,  I  ^voulc  ondo.-so  a  n.o  e  ox- 
pansionai-y  nionetary  policy.  ■  nmou  t.\ 

a  mlv^'PlI  J  i"'?'^  a-n.ove  ,in  the  right  direction,  it  is  tm  larije 
'  f V   "ki  ^  t"'-pet  for  unemployment  that  is  simplv  in- 

.va,s,ble  .n.%  ay  s  ec-o^on,y.  TIum-c  are  two  dangers  in  sett  n- •  . 
an  unreah.stic target.  j  •  i-miia  .mh  ii 

First,  the  actual  perfonnance  of  the  economy  may  fall  short  T'-, 
onq)loyincnt^  amy  reniain  above  the  target  in  spite  of  the  iH^sUMro.-t; 
o   pohc-ymakc...  'I  hen  the  adoption  of  the  target  invites  fm-ch  u  - 
illnsmirt<i,ent  about  the  capabilities  of  Government 

>econd.  the  attempt  to  achieve  the  unattainable  may  brin-  -m 
accclerat.n.g  mflation.and  an  eventual  popular  reaction  a.^ainst  Xur 
cxpansmnan-  i>ohc,es,  oossibly  tenuinatini  in  deep  .•eces..io7, 

ou^;xpanr"'?;.y  j;S.r'-  "'--^ 
^Phank 

voikMi".  Chairniaii. 
Mn  Dan-iv.is  Thapk  you,  P,-ofPs.sor  Hall,  for  your  testimony. 
1  rofessor.  T  tluivlc  it  is  generally  agreed  upon"  that  this  counti  v  i. 
aying  e.-ono,n.c  problems.  What  do  you  .«ee  are  the  shoftcon  im'  o 
iSannlngSf/"'^    coordination  of  Jong-  and  shoit-term  c.oiu.mic- 
Air.  Hall.  A.s  I  see  itV  the  nuijor.  problem  the  economv  faced  wj-s 
h   M.creii.^.  in  oi]  prices  that ■re.snltc<l  in  a  verv  confusing  si    at  m 
h  re.spec   to  policpnakmg  in  W.74.  I  am.  in  some  respects  sym 
mthctic  to  the  problems  that  were  faced  but  I  believe,  ii  ret Vo^j  vt 
esiK-c-ially.  one  can  .see  that  we  should  have  had  a  ^noiv  e.pani.nn  y 
monetary  ix)licy  during  t bat  period.  Apansionai \ 

We  should  not  have  pennitted  interest  rates  to  ri..e  as  far  as  thcv 
•  hd.  A\e.were  misled  by  the  notion  that  targets  for  the  amount 
money- create,  should  not  rc^^pond  to  the  determinants  o    tT     ,  i  > 
level.  especKiUy  hose  that  are  outside  the  system,  out.side  wa^ci  for 
example,  the  price  of  oil.  On  the  contrary,  we  should  l.ave^h'id  i 
monetary  offset  in  1974  to  the  oil  price  increase  ' 
Then,  I  doirt  thinjc.we  would  have  had  anvthins  near  the  re- 
action we  ha.l  in  107.^. -T  interpret  it  as  a  lagged  response  to  ol 
remoly  tight  monetary  coiKlitions  in  1074.  I        not  an  cM.ert  on 
the  exact  foninilafon  of  policy.  T  would  rather  not  try  to  co,  men 
on  the  proccvhiral  refoi-ms  that  might  be  required.  conum  nt 
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My  professional  expertise  is  in  tlih^  arciis  of  subskintive  ooonoraic 
questions,  particularly*  inflation,  iiiieiuployment,  and  what  can  be 
done  to  cori-ect  those  problems. 

Jfr.  Damkls.  I  notice  your  statement,  which  I  read  veiy  carefully, 
did  not  deal  with  the  marketing  questions.  Basiadly,  do  you  deal 
with  that  pait  of  IT.R.  50,  relating  to  the  exSt^iblislm^ent  of  a  mini- 
nuun  goal  for  employment  policy  that  is  not  to  exceed  3  percent 
within'the  adult  labor  force,  which  the  bill  would  try  to  accomplish 
in  a  4*year  period  of  time? 

I  gather  from  your  testimony  that  you  are  opposed  to  II.R.  50,  Do 
you  have  an  alternative  pmgram?  Would  youjcai^e  to  suggest  to  this 
committoe  any  alternative Jegislation ? 

^Ir.  Hall.  Mr,  Chjiinnan,  I  am  not  an  expert  in  the  actual  forma- 
tion of  economic  policy,  and  particularly  not  aii  expert  in  proposing 
legislation,  I  do  think  that  impoi-tant  ix>licy  uiist4ikes  have  been  made, 
but  I  think  I  would  rather  leave  it  lit  tlia^  and  not  try  to  go  beyond 
my  i)rofessiomil  expertise  in  this  area.  9 . 

Mr.  Daxikls,  You  ilo  hayo  soin^exi>ertiRe  in  tlie  area  of  unemploy- 
miMit.  Speciticully,  how  would  you  tleal  Avith  The  high  levels  of  youth 
uueFnplo\^uent,  problems  of  regional  unemployment,  ^\\d  the  hard-^ 
\o\v  problems  of  structural  unemployment. 

Mr,  Hall.  The  most  serious  iVroblem  we  fac<*  today  is  simply  high 
uiiemplovuient  in  all  categories.  I  think  the  firsl  order  of  business 
should  l)e  an  expansionary  policy  that  gets  us  down>  to  at  least  what 
J  refer  to  as  the  sustaiiial^le  unemploATuont  rate. 

That  is,  today  we  have  7J>  pei-cent  unejjiployment.  I  lx>lievc  the 
gi'i^at  majority  of  economists  and  c<^i-tainly  myself,  would  favor,  as 
I  refer  to  in  my  testimony,  a  judicious  reduction  of  the  unemploy- 
ment rate  througli  expansionary  aggregate  policies  to  achieve  an  un- 
employment rate  in  the  range  of    tof)  percent. 

Let  me  say,  first  of  all,  by  far  the  most ^impoifant^  policy  we  can 
use  tothiy  is  the  kind  of  policy  addi'essed  in  the  first  part  of  the  act; 
that  is,  expansionary,  monetary,  and  fisojil  policy. 

T  would  emphasize  today  particubirly  the  impoi'tance  of  expan- 
sionary'and  monetary  policy^  ^  I  ^ 

Mr.  Daxuxs.  You  said  in  the  course  of  your  testimony  an  unem; 
ploynient  rate  target  oi-^  peix^ent  can  be  achieved,  but  it  could  not 
he  sustainiHl.  Specifically,  why  can't  it  be  sustained  for  a  long  period 
of  time?     ,  '  S 

]\Ir.  Hall.  The  diffioulty  we  had,  as  we  found  in  the  sixties  was 
that  wages  began  to  rise  faster  and  faster,  as 'we  pushed  the  unem- 
ployment rate  below  the  sustainable  rate — I  gave  a  numeric^il  ex- 
ample, which  I  did  not  refer  to  here.  It  appears  in  my  statement. 

If  we  weiit  to  approximately  4  peivent  unemployment,  or  3.8  per- 
cent unemployment,  it  appeal's  that  that  would  generate  approxi- 
nintely  1  percent  of  additional  wage  inflation  each  year. 

So  that.  Starting  fi-om  8  percent  this  year,  we, might  have  9  per- 
cent in^lOTT,  10  percent  in  107'8,^  1}  percent  in  1079.  I  think  one  can 
draw  4he  conclusion  from  that  that  fairly  soon  we  would  begin  to 
'  get  a  iT^iction  against  that  kind  of  policy  that  lead^.to  the  kinds  of 
rates  of  inflation  that  are  present  today  iu  Great  Britain. 
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ican"inn/i)'  ?T^v  IT^"'  like  a  South  Amor- 

ican  country.  I  don't  believe  that  s  the  direction  that;  the  n„l,lip 

S  t^t^^r-'  P^'-'"^^  ^  '  believe  ^;rstr:n^i?  h?  o 

hjvs  to  be  ju-dicious  in  pushing  tlii?  economy  beyond  the  kind  of  m 
omploynient  rate'that  historically  appeaiVto  I  tbe  poin  at  wh  ch 
this  process  of  accelerating  inflation  is  set  off  ^ 
Mr.  Daniels.  In  youi\iiidjrme.nt.  can't  wo  adopt  any  nhiiis  or  oeo 

^Alr.  irALL.J\Ir.  Chaimian.  I  believe  the  only  policy  I  have  <;een 

T^„^oV°^: •    " ,  *  '^"r  controls  are  a  good  idea; 

t,J!  T  ^  understand  it,  mandate  wage  con- 

Sion  And  I'Z'.""^"  ^  ^  pemaLnt 

-H)iiuion.  And  1  don  t  see  other  policies  that  I  can  rxiint  to  torlnv 

expansionary  polic  es.  that  would  do  anything  burca.SThe  ecoiioniv 

to  be  on  the  li,istonc4il  tnick.  and  which' wouW  cai.S  i^to  ronTa  o 

sf;:Ztre  h?r '•'^•H  "^''^  r;'  though  the  kinci"oVpoucTi  .  i- 

1  (Ion  t  foresee  a  repetition  of  the  oil  price  iuci-ea.se  but  T  c/n>thi.,lv 
foi-see  a  rej5e,tition  of  the  kinds  of  problems  tha f  resS  n  S 

f mm  19,1  througli  igrS.  ,s  the  kind  of  periwl  we  would  havi  uu  W 

Mr.  Daniels  I  see  nothing  in  this  bill  which  recommenV<fr  advo- 
'     Afr  HvrV'^r  ^r°''  incentives  for  private  i   lu  tVv  ' 
Ml .  Hall.  Are  you  referring  to  investment  incentives? ? 

r.Jll'i  I"  '^"'■'l'''  '^l^'*^  incellti^•e,s•  would  you  mve  to 

f;irpi*s„vvo"ri;iS. '°  "^'^^ 

fU^^^^'J^:^^"  ^fr  Chairman,  I  don't  believe  any  policies  rolatinfr  tn 

iionSs■I"lr:T'^'""""■"^"'f .-^^  ^»  aff-:;t^hrt;ni3,e 

nose  the^inJ  J  ^  "^^^^^  ''"^y  "^''"'l  °^  ""bsidy  program.  I  „p- 

th^t  fl,oJ^™'"V'''-^  'T  '^'  particularly  becau^  I  don't  bcli-te 
w^  th„?w^  '""^^^^^^^      ''"^  stimulate  demand  in  the  same 

way  that  we  can  acliieve  with  much  simpler  aggrc-ate  policies  moiie 
tary  and  fiscal  policies  that  have  an  aggregate ^fff^t      ^         '  1 

I  believe  that  it  is  an  illusion  that  one  can  effect  the  relationtliin 
bet^-een  unemployment  and  inflation  through       ides  ^i  bSi  ^ 
ntTtS  S"'  , There  is  a  pro^Zn  for  Jlsid  ? 
Tpioyment.  '''^  now  discussing  policies  for  subsidizing 

sliLlLTf  of 't'f  ^'l^^hose  policM?c.an  affect"  the  relation- 
nMl'  •  ^  ^"''r'"  ^^'^y  "ff^'ct  uneinplo>Tnent.  I  «in 

have  JS/o'  ""P'-^-^S^^  fl^"^'  programs,  but  I.  belieJo  that  tl?ev  ' 
?aA  iSiJy  "n^n^Plo.vnient  which  is  just  like  the  affect  of  inoue- 

.  R  ^  fhey  '^'ise  the  unemployment" rate  to  fall  below  a  range  of  r,  to 
6  percent,  I  believe  thev  will  cau.se  accelerating  inflation  just  as  any 
otlicr  expansionary  policy.  j^'^  mi) 
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^Mr.  Daniels,  What  is  your  opinion  about  thfe  Federal  Reserve 
System?  You  heard  Governor  Partee  testify  yesterday  morning  be- 
fore this  committee.  Do  you  believe  the  system  of  F(5leral  Reserve, 
s^s  presently  operated,  is  working,  or  does  it  possess  any  shortcomings? 

Mr,  Hall.  Mr.  Chairman,  T  would  prefer  not  to  try  to  evaluate  the 
structure  of  policymakings  I  am  simply  not  an  expert  on  that  sub- 
j^t.  J  do  know  something  about  wliat  I  believe  are  mistakes  in  mone- 
tary f>olicy  that  we  made  in  the  past. 

1  am  not  sure  I  attribute  those  to  structural  pi^oblems  in  the  way 
the  Federal  Reserve  System  makes  policy.  For  example,  I  am  not 
SurcJ  in  1974,  if  the  Federal  Reserve  were  integrated  into  the  execu- 
'tive  branch  they  wouldn't  Imve  done  essentially  the  same  thing  they 
did,  whioli  is  an  excessively  coutraciionary' policy  permitting  inter- 
est rates  to  reach  totally  inappropriate  levels. 

,  tBut  as  I  say,  niy  professional  expertise  is  more  in  the  direction  of 
identifying  past  errors  and  not  trying  to  comment  on  political 
changes  that  could  bring  about  a  better  performance  of  policymaking 
in  the  future^ 

Mr.  Daniels.  One  final  question;  what  provisions  of  H.R.  50  do 
you  support  and  endorse  ? 

Mr.  Hall.  Mr.  Chairman,  one  of  the  policies  I  particijlarly  sup- 
poit.is  trying  to  do  something  about  teenage  unemploymejlt.  T  am 
glad  to  hetir  that  the  t-jxrget  is  interpreting  to  include  teenagers.  It  is 
.very  import-ant  to  observe  that  ^mething  liko  1  percent  of  the  labor 
force  consists  of  unemployed  teenagers.  That  is,  we  could  adiieve  a 
goocl  deal  with  re.spect  to  teenager^ 

ThcTO  is  one  kind  of  teenage  unemplo^Tnent  that  is  particularly  sus- 
ceptible to  Federal  ix>licy,  and  that  is,  summer  unemployment.  We 
have  had  summer  employment  programs,  Fedemlly  supported  pro- 
grams, for  teenagers  in  the  past;  the  Neigril>orhood  Youth  Corp,  for 
example,  and  under  CETA  I  imderstand  there  have  been  summer 
programs.  ^ 

I  think  we  couUf  do  tinore.  I|liink  the  summer  employment  of  tewi- 
ag^ers  is.  not,  the  kind  ojf  program  that  becomes  a  burden  in  the  future.* 
It  is  iiiipossible.  by  deJmtion,  for  example,  for  the  workers  to  become 
permanently  attach^  ,t^  employment 'programs,  simply  because  teen- 
agers dOnTjemaiil  teenagers  foiever.  For  the  summer  programs,  that 
is  particUla^'lJ;  tme.  1  would  say  that  the  goal  of  structural  policies 
of  that  kind  hMte.  be  modest,  ; 

We  s™P^y  JBf'*  poii^f  tp  suceessful  experiences  with  manpower 
progninis  rhftt^^ill  give  me"  thc^kinU  of  confidence  that  would  be  re- 
quiml  to  endorse  a  comprehensive,  large-scjile  program  that  threat- 
ened to  provide  long- term  empiloyment  to  members  of  the  labor  force. 

At  the  moment  I  simply  don't  spe  the.,scientific  evidence  that. that 
kind  of  policy  achieves  what  is  hoped  t(>  achieve.  T  would  prefer  to^- 
rely  on  the  kind.s  of  policies  we  have  totlay  for  supplementing  people's 
incomes  whwi  thly;,are  unaJble  to  fihfj  work  and  not  try  to  shift  im- 
mediately to  a  ct)ncept  of  pixjviding  income  almost  exclusively, 
through  providing  jbbvS. 

There  are  some  real  danircrs,  ^?^in4 .  unproven  propositions  that 
underlie  the  notion  that  public  employment  is  the  large.st  part  of  tlie 
solution  to  our  problSms,  T  do  endbt^  parts  of  tTiis  legislation,  am 
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ith  iM>ic  i-chivucc  on  public  employinp'iit. 

Yonlh  iw^^ti?!}  *°  ^''^  approval  of  the  Noifrhborhood 

wkl    vW?».  f        S'^"  f<^<^l  yo..  could  mippoit. 

r?  ;ZJr  A^'^Vv''  '-'""i^'       "  °^  "^"^  =^  during 

tlio  suiumci.     oiild  you  oudoi-so  a  proon-jim  for  inakiiifr  that  a  Doniia- 
nent  profrn.n,  on  an  all-year-round  biusis?        -  f '  ^  ■ 

fl,.if  Inv  ^-'.'"'"'V'"'  ^  ''"""'^^  I''"''^^''  to  SCO  pro-rains  for  youth 

;1  i^,  ;"ore  onontod  toward  tryin^r  to  do  somothinfr  abo.'.t  the 

co:'"n/l  cair    '"^  '°  ^^''^^^'l  °" 

thlt  w'\°"''  l^'-ol'!^'"-''  ^^-itli        job  corps  kind  of  program 

tliS  wl  on  Hf '-^ted  can.p,  or  soniethin^r  of  that  kind, 
cari.,-.  •  P'-ognnn  thoy  am  not  launched  on  a 

Tl.ey  still  faiv  the  i)roblo.ni  that  yomifr  Workers  face,  of  trvin-  to 
.d  n^]>laco  m  the  lalH>r  n.arket  that  pnt.^theni  on.a  ladder  t  at  .^ves 
n>o  to  .ometlunfr  that  could  be  i.lentilied  as  a  career        ''''^ ^''^^ 
Many  kmds  of  ])rofrranis  that  are  attractive  and  appropriate  for  " 

icspcot  to  ])e.  inanent  year-round  pro-rams  for  youth 

•Mr.  Damixs.  Thaidv  vou. 
.  I  rcroorrdze  the  ^^^^^^ 

Mr  s.MiAsiy.  Tha-nk  you,  ^rr.  Chairaian. 

1).  r,m!w/^''l'v?  you  for  your  testimony  this  mornin-. 

1)0  I  understand  the  weijrht  of  yonr  testimony  to  be  generally  ne-a 
t  n  e  to  the  proposit  ion  of  II.R.  50.  as  it  is  presented  ?      •         '  " 

Mr  llAix  Con<.Tes,sman.  the  thin-  I  identify  as  the  most  «erio.i=; 
problem  ,n  tins  le-islation  and  the  Teason  I  woVcf  not  ^  p^.T Vt 
.  s  p.v.«ent  form  IS  .ts  establishment  of  a  numerical  goal  foVthe  u  " 
em   oyment  rates,  which  I  believe  is  inappropriately  low  I  part Ic- 
.    ar  y  oppose  the  open-ende<l  .mandate  to  'thieve  that  pro-n  m 
luou-h  pubhc_  employment.  Thei-e  are  other  aspects.  I  ca^^^  eas  h 
ma-,ne  endprsm-  a  version  of  thi^  legislation  that  did  nSt  t^T  o 
tt  Jm^^^T'^  but  rather,  reinforce  the  Full  Emplovme  I 
,li^  .„  „?i  /   ''•^"•"'^'"K     clear  that  we  T^^anted  to  have  a  publicly 
(liscn.-sed  finnual  unemployment  target.  pui^uny 

^uv       ^T'"''^'''^'""  ^  ^ouhKsupport.  I  also  am  verv"  .skeDtical 
;   ni^P"   r  programs  on  virtually  any  scaE,  and  ceJ 

taml^ p„  the  scale  that  seems  to.  be  implicit  within  this  i;gislatio;  ■ 

U  :  .Sahasix.  As  T  nndei-stand  the  legislation,  it  contemplates  nublic 
employment  as  a  last  resort  after  all.  the  other  methods  .£t  foX  are 
abl'S^frri'  "       Government  will  hire  individuals  at  com  pa"  . 

There  has  been  much  criticism  of  the  wage  policy.  I  wonder  if  you 
wouldaddress  voui-selftoth.it  .subject.  '      '         "uuer  it  you 

^fr.  Hai.l:  T  share  the  concern  expressed  yesterday  about  the 
pro^•..,ons  of  the  bill  that  .seem  to  require  that  fairiy  hTgirTages  be 
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if  a  ^yjy^ip: 
^ecailse-  it.^jVyjtH  guy* 
. '  ■*  * 

tei\ds  to  pay  wages'  * 
that  •^^^^Bi'^  co^^^ibl^Kvages  in  th0'^i|i^te  ^6toi^,  cvew  tlioufrli, 
in  ,tl^^ln^^0O^te^  example,  there  is  spe'<5ific 

legisljfftion .  tliS  Ixi^quii'esthc.  FederaJ  Gofer  anient  to  paj'  not  more 
tlian'the  private  sector  pays.  ^Mf,      '    .  \ 

In  fact,  if  ^jrpu  examine,  as  I  have,  A/body  of  data  on  wages  paid 
to  individual  workers  and  try  to  con'ipqi^.work^i's  with  similar  skills, 
you  fiyd  that  the  Grovemment  tends  to  p^y'lO,  15,  20  percent  more  . 
to  its  employees* than  the  comparable  (^jn^»yees  in  the  private  sec-  r 

tor.  '  '     .  ■     .  ' 

This  moans  that  a  public  einplo\nnent  pro^^irii  which  reqnii*es  even  * 
just  that  the*  workei's  hiixid  under  this  program  would^  be  pi^id  the 
'  same^  as  coiupanAlo  Govermne'nt  workei-s  has  the  danger  that^  by  : 
paying  thi^  much  it  essentially  removes  the  incentive  for  an  indi-. 
vidnabtOtlocate  a  private  sect^Jr  job. 

I  think  that  is  a  dangerous  feiitnro  of  public  employment  programs 
that  stimidato  emplo3'i\icnt,  either  dii-ectly  by  the  Fedenil  Govern- 
ment, or  indii'ectl}^  by,  as  wc  have  today  in  CETxV,  with  support  of  . 
the  State  and  local  government  because  the  State  and  local  go^'tM'n-  > 
ments  tend  to  pay  above  the  prevailing  wage.  -  . 

We  go' beyond  that  in  this  legislation  with  respect  to  construct  ion 
in  pailiculai;  by  reqninngo  that  the  jtrovisions  of  the  Davis-Bacon  j 
Act  apply.  It  api)eai"S.  that  the  actuaj  ^operation  of  the  Davis-Bacon 
Act  is  to  cause  construction  workei^s  hired  under  it  to  be  paid  sub- 
stantially moi-e  than  are  paid  to  u>auy  workei-s  doing  the 'same  kind 
of  wbi'k  in  the  private  sector.  *     *         '      ,  ; 

The  paVis-Bacou  Act  seems*to  operate  in  practice  to  provide  the 
niakimuny  wage,  paid  in  a^fai^'ly  largo  area  for  each  particular  jgh.  * 
'  A lht4iose  provisions  serein  to  operate  in  the  same  direction,  of  provid- 
ing excessive  wJages.  l*       -  '  * 
"  Let  rne  say.  on  the  other  hand,,  that  I  doAi't  favor  the  kind  of.  pro-  • 
grani  that  Arthiy*  Burns  has  protx)sed  that  sets  extremely  low  wage 
,  rates  for  publid  employment  and  then  says  that  public  employment 
is  requiivd  in  order  to  get  .unemployment  compensation. 
'    That,  I  think,  is  going  much  too  far  in  the  opjwsite  diroctinu,.  Tt 
is  going  much  too.  far  with  the  notion  that  when  we  help  out  indi- 
viduals with  theiriincpiue  that  it  .shoyld  l>c  in  the  fonn  of  providing 
enyplopnfe]^               ^     .  ■ 

TToweve:^  if  there  is  to  be  a  public  eniplo\7ueut  program"  it  cpi'- 
'  tainly  seems-  to.  me  that  it  should  be  s^omewhem  between  tho?e  two 
propc^als.  It  shoi^d  pay  mbre  than  is  paid  by  unemployment' coivi- 
peusanon— some  half  oi:-60  percent  of  the  >Vage,  but  it  shouldn*t  havje\» 
.  this  wage  comparability  provnsiou.  <^.^'  ^ 

That  is  a  veiy  dimgeVoys  provision.  There  shoukl  be  some  ^^*ii"":^^X^^ 
promi.se-betwtfen  those  two  issues,  which  pix)vidos  rtn  incentive  for  "'^^^ 
^Ij-orkei-s  under  public  employment  to  rotuni  work  in  the  priyatC' sod- 
;'thi','but  does  not  go  tln-ough  what  I  believe  is  an  iiuippi'opriafe  ^)ol,i(ry  i 
<  OTN:ying  vervgl&w  unemplopnent  compensation  or  other  fonn.^/of  ■ 
Vincothe  supplcnS^nts  to  public  employment.  T 
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Mr.  Saiusin.  On  quest  ions  .asked  by  Chairman  Daniels,  you  com- 
^mented  you  were  opposed  to  subsidizing  investment,  or  subsidizing- 
$^„^^f  T  fo™-. I  wonder  if  you  would  address 

joiirself  tp  the  question  of  productivity  in  American  industry,  esne- 
^  °PW^to  productivity  in  othfer  nations'  industry  and  the 
Claim  t^hat  li  made  by  economists  that  we  are  very  far- behind  in 

^^i^^e  made  the  investment  in  new  tools, 
equipment  and  machinery  to  allow  our  workers  to  produce 'as  much 
as  other  nations  have?  *         ,  u=  uiui.u 

5t,?!c";  ^^^^J-'^-        of       major  rc^isons  we  haven't  made  the  kind  of 
nvestment  we  should  have  recently  is  that  we  have  a  vcit  coiitriic- 
^            T"**^'^  P^^'^^^'      ^  nientioned  before.  We  niisSQd  <kt  on  a 
fs^cialTv  ?07f '''^^'"'^Sl''^  should  have.taken  place  in  1974,  and 
especially  1975  as  a.  result  of  rumiing:  a  very  contractionary  policy 
1  agree,  we  are  ngt  where  we  should  Jbe  today  as  far  as  produc- 
tivity because  we  dffl>t  have  rtie  capital  we  should.  The  answei^as  I 
.see  It,  IS  not  trvmg  to  attack  thut  pnoblem  wh^re  wo  see  1t— in  in-  ' 
^equate  capitaf  sfock-bnt  it  is  simply  to  recog^xize  that  the  roa.4ri, 
have  inadequate  capital  stock  is  we  do  not  have  a  sufficient  ex- 
pansionjiry  aggregate  policy.  ,  i  e.\ 

But  bisyond  that   ..        \  " 

„  J^r.""  ^'^t'^^'^J  me  interhipt  you  at  that  moment  Wause  T  am 
ot  sure  I  imdcrstand  you.  If  we  were  to  have  this  expansionary 
?tp?f  Tn^fl  T  ^f^r"!^      are  we  not  talking  about  increasing' the 

uite  of  inflation  during  that  period? 

onminJi'^'^.^V^''^''^''^'  \'^'''-  ^^^^'^  becuuse  the  un- 

onip  oyment-rate  during  tlie  period  I  am  rcfeiring  to  was  way  above 

nhlp  nnof^^        T  appropriate  target  and  way  above  the  sustain- 
able unemployment  rate.  .  .  • 

.  We  got  some  benefit  ^froni  the  reces.sion  in  the  s^nse  that,  as  I  men- 

*°  8  percUt  whin  it 

peaked  out  at  ui-oimd  11  percent  during  some  quarters  of  1974    ^  . 
1,/^°'    V        ^^""^  we  would  have  a  bit  more  inflation  today  hj^we 
in  «nrnTn  1    i?-P''"Ti"''''^'  P^li^^- 1^"^  ^he  other  side  of  the-coin.  aitfl 
Li^^t       "  •■'^'""'■^  l^'"''^.         sulrgested  it  almost  offsets  that;  we 

vo.ild  have  a  more  productive  economy  today,  because  we  would  have 
moie  capital  in. place  tpday  if  we  had  not  had  the  recession. 

Ihe  t)encfit  is  in  price.*,  not  in  wages.  I  emphasize  again,  that 
prices  do  not  exactly  tmck  wages.  We  would  have  ^rotton  a  benefit 
that  IS. referred  to  specifically  in  this  act.  which  I  do  believe  in  that 
an  e.xpansioniiry  policy  does  give  us  a  dividend  of  prices  relative  to 
^^ages  because  it  generates  more  capital  goods  and  enables  us  to  pro- . 
dnce  more  output  with  the  same  labor  force,  which  lowers  prices 
relative  to  wages.  i-'im-a 

.  r^t  me. go  back  to  the  question.  Beyond  that,  it  seems  to  me,  reach- 
ing full  employment  gives  aboi.t  the,rij?ht  level  of  productivitv.  It  is 

T^""!!-     lu    ^'"'^'•'^■•'1^  e«)nomyrto  %iy  that  it  is  substantially  less 
productive  than  many  other  economies.  ' 

There  are  very,  v-erv-  few  other-economies  that  are,  as  producti ve  ns 
th^^.  U.S.  economy.^Tt  is'more  than  twice  as  productive  than.  sav.  the  ' 
lintish  economy.  Tt  IS  more  productive  than  the  Japanese  economy. 
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,We  shouldn't  sell  shd"Pt  the  "accomplishments  of  the  American 
economy  imterms  of-the  level  of  productivity.  It  is  not  clear  to  me/ 
beyond  providing  full  employment,  that  there  is  much  the  Govern- 
ment can  or  should  do  to  try  to  stimulate  the  growth  of  productivity, 

In  particular,  I  question  mapy  kinds  of  programs  to  put  money 
into,  say,  research  and  development  on  the  assiftnption  that  is  going 
to  give  a  large  dividend  in  productivity.  I  doa't  ' think  you  can 
document  that,  " 

In  the  past,  for  e^ajSpe;^  the  Federal  Government  has  put  an 
enormous  amount  of  '^jWttey  into  research  on  nuclear  development 
and  it  is  not  at  all  clerf  thWfthat  research  is  going  to  pay  on. 

It  is  not  clear  today  chatftfRghly  advance^!  technologies  that  seem 
to  promise  a  lar^e  incrojj^^n  productivity  have  actually  paid 'oft , 
their  investment  by  the  Fedkral  Government,  So  I  remain  skeptical 
of  our  ability  to  do  anytJiinfi'  about  productivity  beyond  providing 
fiUl  employment,  and  I  eiTM^Apize  again,  I  en'florse  the  concept  of 
reaching  full  (unployment  miflltit  in  tl^js  bill.  I  do  Jiave  this  qualifi- 
cation about  what  the  numerical  target  is. 

Mr.  Sarasin.  *I  don't  think  anyofiQ  argues  with  the  goal  of  full 
employments  TKe  question  is,  how  do  we  get  there  and  do  we  exacer- 
bate the  situation  if  we'  are  to  try  and  be  the  employer  of  last  resort, 
tighten  the  labor  market,  increase  the  pressure  on  wag6  inflation, 
which  I  have  to  assume  translates  ipto^^ce  inflation-at  some  point. 

In  your  chart  you  have  talked  abofit  the  increase  in  the  rate  of. 
inflation  in  houriy  compensation.  I  would  like  to  ask  you,  when 
that  does  translate  into  ,  price  inflation  is  there  a  lag,  and  what 
pQriod  of  time  are  we  talking  about?  ' 

Mr.  Hall.  There  is  not  a  ver^  systematic  lag  you  can  point  to. 
Generally  speaking,  wage  inflation  and  price  inflation  co-exist.  A' 
major  failure  of  that  proposition  took  place  in  1974,  and  is  one 
of  the  reasoijs  for  confusion  about  the  relationship  between  unem- 
ployment and  price  inflation. 

Prices  rose  in  1974,  primarUy  because  of  increases  in  the  price  of 
oil  and  food:  That  was  a  gooa  example  of  where  prices'  moved  very 
differently  from  wages.  I  emphasize  that  because  L  think  that  is  the 
major  sotirc(5  of  misunderstanding  with  reSpect  to  the  relationship 
between  unemployment  and  inflation.  .  ^  ' 

There  is  a  long-term  historical  relationship  which,  until  the  middle 
of  1973  was  quite  predictable,  which  said  that  price  inflation  was 
the  same  pattern  as  wage  inflation  but  was  2,4  percentage  points  per 
3'ear  below  wage  inflation. 

And  that  25  percentage  points  is  the  trend  of  productivity.  You 
can  afford  to  pay  labor  more  than  we  charge  for  goods  because  the 
labor  systeprlatically,  over  time,  is  producing  more  goods.  ^ 

But  i^J^t  16ok  at  individual  episodes— ^the  Korean  war  episode 
is  a  goocT^ample — ^It  is  not  necessarily  the  case  in  any  particular 
year  that  prices  and  ^ya^es.  do  the  same  thing.  Sometimes  during 
that  period  prices  rose  much  more  than  wages.  I  will  cite  1974  as 
the  leading  example.    *  . 

Prices  can  rise  very  dramatically  relative  to  wages.  However,  in 
the  long  run  this  rdationship  that  I  refer  toj  2.4  percentage  points 
difference,  has  to  reassert  itself. 
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It/is  a  fact  that  prices  are  determined  by  costs  and  by  far  tlie 
hadmg  ^ompbnent  of  cost  is  labor  cost.  You  cannot  avdd  tWfa  t 
io  pepistent  pattern  of  wage  inflation  will  reSal 

lower        P«r^'^'^"t  Pattern  of  price  inflationr2..i  percentage  poinfs 

'rJ!f  -  ^J^^^l^'-  So.  even  if  we  were  to  .go  to  controls,  which  are 

Srokt'.'  ^ir'V"'^^-^"  don't  refer  fo  wage 

controls  at  alj  but  only  price  controls,  it. would  only  be  a  matter  of 
•  Xwr  ">o^%PrfS"[«s  «-ould  be  applied  and  we  wou  d  Se 
'     vr  "     "  Standard  relationship.    •  ■ 

-''  '■  ■n<^l^m^^I'^  As  Imndei-staiid  it,  the  issue  of  wage  controls  is 
1?LTc    -T^  ^^"'}       '■''""y  Soing  to  be  debated  here.  I  think 

•  V7    f  ,^^'.'despread  agreement  that  wage  controls  represent  a  vew 
difficult  unsustainable  policy.  Th6  -pressure  tJiat  is  generated  to ^ 

^ eliminate  ^-age  controls  become^  stroug.r  and  stronger!  Ume  ^s 

"   likc'mrm'mi.^?'.^^  effective  wage  cbntrols  throughout  a  period 
JiKc  UorJcl  War  II  wliere  thece  is  immense  popular  support  for  it 
•    5;!'^!^  P;f '^^•'"^  P^'^'-^nent  wage  controls  are,  I  t1link,^jus?out  S  the'- 

'   tllat^a^i^^lihl^f•''^'°"     qi"**^  appropriate  in' not  even  addressing 
that  as  a  possible  tool  or  policy  because  it  simply  could  not  achieve 
on  a  permanent  basis,  the  goals  of  this  legislation.  ' 

n.e,  t'"  ihlTl^  "^""^'^  ^  undprstand  your  statc- 

nient,.  thft.t  although  we  were  able  to  achieve  this  durin<r  World 

•  cmnstaficerf  aboufa.  completely  different  set  ^of  cir' 

Mr.  Hall.  Yes. 

Afr"  lT\?f  T?T^'- '"^  w  analogous  to  a  peacetime  situation? ' 
'    rf-stablish  .n;,of)       r/'^A'*-  ^"  respects  this  bill  attempts  to 

^btabJi&li  boniething  like  the  economy  we  weVe  successful  in  operat- 
ed .tThelin;'''t  ^""'  ^  ""^  told-though  I -  was  S^y'e^s  ' 
o  d  at  the  time— that  there  were  even  some  signs  of  difficulty  during 
he  wartime  period  and  we  know  that  the  policy  and  controls  cof  . 
lapsed  rather  rapidly  at  the  end  of  the  war  tomrois  col  , 

I  emphasize  we. had  1  percent  unemployment  in  eWorld  War  IT 
■  Ssffi^'^^^^^^^^^^^ 

destmrfno^Wf       ""^'^  i"^^  '"^^  ""^''^  'and  were 

aestrojmg  lialf  the  goods  we  were  producing,  which  is  a  pretty 
convenient  way  to  create  .a  demand.  During  lhat  period,  it  i  my 
recollec  lon-also  having  been  relatively  young  duHng  the  timi^ 
■  oUi^  jJ"^"^  yyr^  that  controlled  policj-  for  d  very  short  pe^S 
of  time  and  It  was  falling  apart  toward  the  end. 

Dlil^W  ^^nrT!.'".!!^^  wages  . and  prices  but  we  controlled  sup- 

•  Ti  l        ?  ^°"*^ol^ed  the  amounts,  of  goods  that  were  available  to 

e  people.  Suppose  we  want  to  go,  back  to  that  and  take  some  of 
these  goods  off  the  grocery  shelves..  We  could  run  a  fairly  efficient  ■ 
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operation,  although  I.  would  think  we  are  much  more  dependent^^ 
to(^y  upon  outside  sources  over^  which  we  have  no  control  than 
'wer^  durijig  the  period  of  World  AVar  II,  energy  being  a  classic 
example.  :  .  — 

'    And  certainly,"  most,  of  all,~^rawrrnit'erials  are  no  longer  supplied 
^ndf  located  in  this  great  country.  Much  of  the  effort  in  H.R.  50  : 
agKjnjears  to  direct  its  attention  to  a  great  deal  of  centralized  planning. 

That,  frankly,  worries,  me.  If  I  thought  we  could  run  anything  . 
very  well  from.  Waqliingtqh  I  probably  would  endorse  it,  but  I  look 
at  how  successful  Ve-  are  with  the  "Post  Office  and  I  just  don't ^ 

\  think  we  can  do  anything  right  here. 

/I  would  hate  to  see  this  countj^y  decide  to  give  up  its  collective 

♦  wisdom  to  all  of  the  brains  down  here.  ) 

M?.  ,Chai)rrilan,  I  thanl^^the  gentleman  for  his  testimony.  I  haV« 
no  further  questions.  ' 

Mr.  Daxiels.  The  gentleman  from  Pennsylvania,  Mr.  Ga^'do?. 
D9.  you  have,  any  questions  ?  '  . 

Mr;  Gatdos.  Mr.  HalJ,  did  I  understand  you  ^  to  say  you  do 
not  favor  any  wage  6r%price  controls  under  any  circumstances? 
^      Mr.  Hali..  That'woUlfi  'be  aii  bverstatemenf.  I  don't  know  of  an 
'  episode  that  has  taken  place  in  the  10  years  I  have  been  an  economist 
where  I,  at  any  time,  ^ould^have  endorsed'wage  and  price  controls. 

I  certainly  did  not  in  Augijst  1971,  but  it  would  be  going  much  ' 
.  too  far  to  say  some  jpisode  couldn't  happen  in  the  future.  There  is 
one  kind  of  wage  policy  that  I  don't  really  think  is  wage  control 
and  yet,  is  quite  relevant  for  somt^of  these  considerations,  and  that 
is  where  the  Governrnent  sets  the  wages  it  pays  to  its>6wn  workers. 

The  Goyi^rnment  is- a  nontrivial  fraction  of  total 'employment. 
When  I  talk  about  wage  niimbers,  they  include  tl^e'  Government^ 
There  are.  some  questions  I  have  about  Government  wage  policy, 
'  particularly  the  tendency  I  find  in 'the  data  for  governments  to  pay 
wages — rnot  so  much  increases  that  are  inappropriately'  high,  out 
the  whole.  level  of  government  wages  seems  to  be  excessive. 

Mr.  GatdoSp  Wp  ar;c  "talking  about  wage  and  price  controls.  I  ^ 
am  not  talking  about'  \yhat  governments  are  paying.  I  asked  you 
a  pimple  question  on  xwage  and  price  controls.  You  suggested  in 
19Tl,  when  they  were  put  on  by  the  President,  then  Mr.  Nixon,  that 
yon  didn't  agree  with  them,  ^        •  . 

Let  me^ask  you  a  question.  He.  kept  them  on  approximately  the 
first  9  months  to  a  >>'dar.  Were  they  working  at  that  time?  Did  .they: 

•  work  the  ffi^t  year  they  w 

Mr.  ITAiJ..  The  stjSiistieal  evidence  on  the  actual  imp^t  of  wage 
controls  is  not  at  alt  clear  to  mie,  but  I  do  point  to  one  situation 
which  suggests  that  ,  they  worked.  My  criticism  of  wage  controls 
is  not  to  say  that  they  don't  work,  but  I  don't  like*  the  things  that 
i they  do."  ^  '         - .        '  ., 

.  V*  AVhen^  we  let  go  of  wage  controls  fin.all^^.in  May  *1974,  there  was 
perceptible  incref?se' in  wages  discontinuously  associated  with  that  . 
>'*  i^jr^ticuiar  episode.'  no  question  in  my  mind  that, wage  con- 

trols arc  effeetito  in  the.  sense  thai  they  do  reduce jvaj^e  inflation?  / 
.  o>y;  tluhk  .tho^  kinds'  o"i  political  problems  and.  allocation  problems  • 
ani'thev  things  people  have  to  do  to  escape  the"  Wage  controls  make 
wag^c^oritrqls  a'very  undes\ra1^e  policy.  * 
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PrS^'c^ntr^s  J.  I  '''f ''"'^  ""'^  '^>''"-  that  wage  and 
EpH  nUi  ^  ^^'^  r'^,'^'  '^'^'■t^'"  circumstances,  and  the?  have 
saySgl'  '^""^  ""''"P*'  tJ'^t  ^hat  you  are 

Mr.  Hall.  Let  me  turn  to  price  controls  because  I  haven't  said ' 
much  about  thaL  Price  controls  do  something  which  wage  controls 
do  not  do  which  IS,  they  cause  shortages.  In  1973-1  refer  now  to 
the  period  before  the  oil  price  increase-price  controls  on  many 
f;om^h^^er  ^"^^  <'i-l'l--noo  cl^thoso  product^ 

It  was  impossible,  for  example,  to  buy  many  kinds  of  plumbing 
fai  ^rnalt  f^Tl  ?J  l'''''  '  ^''^^'^  ^^a^  is  attrib^Vabk  in 
produces  ""'^  P'"''^'^  '^""t™'^  °"  those 

^.  It  is  particularly  an  illusion  to  imagine  it  is  a  good  idea  to  imoose 
price  controls  without  wage  controls.^It  is  the  iS  ve  to  prXcc 
the^  controlled  goods  that  disappears.  Producers  won't  self  below 


I  think  what  wo  learned  is  that  they  weren't  selling  that  far  above 
Tth  nk  Et^^'^  '"^  -""^  rr  ^""^'•"'^  ^"i^^ly  shortages 
wittfthJ^Smy"'"""^  '''''  "^"'^^^  --'^ 

There  is  simply  no  reason  why  we  should  trade  product  price 

:  solitn'?o\hTs°  p^obTem!"'''*'^  ^^"^'"^^  P"-  -"^rols  as 

Mr.  Gatdos.  Let  me  ask  you,  Profe.ssor,  if  I  may  interrupt  vou 

That  Ttl  «-n''T^  "t""''  "V^  'yP'  GoverLent  subsiS.' 
I  hat  is  the  position  you  have  taken.  Yon  don't  agree  with  them 

""'^'"ited  amount  of  Gove rT 
m?ot  subsidies  available,  both  in  the  private. sector,  militarSns- 
trial  complex  building  and  running  of  ships,  the  whole  business 
.^0,  take  the  position  that  it's  bad  and  you  wouldn't  recom  nend 
It  aiul  we  shouldn't  he  doing  it  under  the  circumstances  r  Sink 
that  IS  your  position.  I  would  like  if  you  could,  in  a  Relative  v 

prnl  T""'  acceptable  substitutes  f^r  existing  Go v^ 

ernment  subsidies  in  these  areas.  ^ 

I  can  talk  about  Penn  Central,  all  the  farms  and  farm  products 

As  I  rncntioruMl  before,  cm-  ships,  oni-  foreign  tax  eredits,^we  give 

mir  corporations  investment  tax  credits,  whTch  you  don't  like,  our 

11^  hours  ^"    ^"^  mechanical  hearts.  I  could  give  you  a  list  for 

But  what  would  you  put  in  place  thereof  and  how  would  you 
handle  the  complexity  of  problems  that  we  have  imdertaken  to 
subsidize,  ae  a  Nation  and  Government?  'uioercaKcn  to 

Mr.  Hall.  Let  me  say  first  there  is  one  kind  of  subsidy  I  very 
strongly  favor  which  we  do  and  to     large  and  succeSl  bxtent 
w^uch  we.  don't  want  to  give  up,  and  that'is  we  subsTdiSe  poj  ' 
We  do  that  m  a  large  number  of  ways  and  we  have  Bomf^e'ry  effec'-  ' 
tive  programs  for  putting  dollars  in  the  hands  of  the  poor 

1  dont  want  to  suggest  for  a  moment     -         •  ' 
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Mr,  Gaydos.  Wduklirt  it  be  nice  if  instead  -of  putting  money  in 
tlie  hands  of  the  poor  t6  make  some  jobs  available  so. they  wouldn't 
bo  receiving  money -that, way ?  Isn't  what  this  bill  is  all  about? 

Sir.'  Hall.  That  is  right,  find  the  bill  is  very  clear  that  onc'^^f 
the  fir^t  tools  we  should  use— and  one  I  repeatedly  endorse — is  mohe- 
-  tary  policy  tojprovide  as  jjiany  jobs  as  we  can  without  pulling  the 
economy  into  aa  unsustaiimble'  region.    '  *  .  ' 

Mr.  Gatdos.  So  I  don't  lose  my  train  of  thought,  you  have  been 
referring  to  monetary  and  fiscal  policies.  We  all  have  agreed  tliat  the 
employment  of  .people,  making  jobs  in  this  legislation,  is  th^ele- 
ment  of  last  resort  because  in  our  bill  we  do  mention  in  general 
terms,  some  changing,  some  new  approach  ani  we  give  broad  |>owers 
in  the  area  of  monetary  and  fisca}  policy,  which  you  are  alludinjj  to.' 

Is  that  true- at  this  time,  that  our  existing  monetary  and  fiscal 
policies  have  failed?  / 

Mr.  Hall.  Congressman,  I  am  not^eXactly  sure  what  it  itieans  for 
a  policy  to  fail  but  I  would  certainly"  point -to  mistakes  that  have 
been  made  in  the  past.  ' 

JMr.  Gatdos.  We  havW  a  lot  of  iinemploynrient  and  it  has  failed, 
Jiasn't  it,  otherwise  we  wouldn't  need  this  bilH^'If  our  monetary  and 
fiscal  policies,  a^  they  are  now  constituted,  were  w^orking  we  wouldn't 
be  sitting  here  and  wasting  your  valuable  time,  or  our  committee's 
valuable  time.  Hopefully,  we  would  be  on  another  pieco  of  legis- 
lation. 

Mr.  IIali^  Supposing  unemployment  today  were  5.8  percent,  then 
I  think  we  would  he  having  v(?ry  much 't  he  .same  kind  of  discussion 
we  are  having  now.  I  would  be  saying  we  have  gone  as  far  as  it  is 
safe  to  go  with  monetary  expansion. 

We  either  have  to  learn  to  live  with  5.8  percent  imemployment 
or  we  have  to  design  some  policies  apart  from  monetary  policy  that 
can  push  that  level  down. 

Mr.  Gaydos.  Your  conception  and  opinion  at  this  time  is  that 
because  of  the  explanation  you  gave  earlier  that  we  are- destined  as 
a  Nation,  under  exi.sting  circumstances,  sans  some  kind  of  big 
-change,  tx)  live  with  5i/>  to  G  percent  unemployment.  Is  that  what 
you  are  .saying?  .       •  , 

Mr.  Hall.  I  think  that  is     fair" summary  of  what  I  am  saying. 

Mr.  Gaydos.  Can  T  go  back  to  1047,  1048,  and  1050,  wliere  we  had 
"all  the  war  plants  tlien  ceasing  to  exist;  we  had  all  the  soldiers 
coming  home,  15. million;  we  had  the  baby  boom, on  us  at  that  time.- 
The  same  type  of  projections  were  marh*,  that  we  would  never  be 
able  to  sustain  any  kind  of  a  reasonably  acceptable  unemployment 
figur(\  • 

That  just  hasn't  }iappenc<U  to  b(^  th(^  truth.  In  tliat  period  until 
now,  we  have  had  some  periods  of  recession.  W(^  had  .some  great 
periods  of  almost"  unheralded  expansion.  Isn't  that  true? 

Mr.  Hall.  As  I  pointed  out,  the  periods  of  expansion  were  when 
wage  inflation  did  exactly  what  I  referred  to  here;  it. accumulated. 
My  fexiling  is  that  the  period  you  arc.j'eferring  to,  which  is  1964 
through  1970,  I  read  the  Government  data  as  sliowing  very  clearly 
that  that  represented  an  unsustainable  situation  '  in  that  labor 
market. 
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^Ir.  Gayt}o^.  T.ot  mo  ,ask.  yon  this.  It  is  prtMlicted,  and  I  think 
von  will  apoo.  with  tlip.  pivdirtions  that  voii  have  in  tho  loner  tenn, 
t  HMT  jiro  (lonio-raphic  shifts.in  onr  work  force.  I  am  talkin<r  namoly 
nDont  a  lnrcr(M-  proportion  of  oiir  adnlt  pbpnlation  who  aro  ^ro'iwr 
o  consnnuvrs  rather  than  prodncers  and  we-  are  goin<'  to  "have 
less  people  workin<,'  proportionately. 

Mr  Ham  Conld  .1  say  something,'  about  that  because  that  is\i 
Mtthvbit  misleadin.o;.  What  has  happened  is  there  Inis  been  a  Iar<ro 
increase  m  the. fraction  of  achilt  women  who  are  in  the  labor  forc'^^ 
enou-h  so  that  the  overall  fraction  of  the  population  that  are 
wo  rivers  as  wo^l  as.consunua-s  is  risinir. 

That  is  offset  to  a  certain  extent'by  the  fact  that  people  are 
I'ctinn^G:  earlier.    .  .  " 

Mr  GAYnos.^T  have  an  articje  here  from  tlie'Wall  Street  Journal 
ot  las/  Wednesday,  April  7  by  a  man  I  think  von  have  .rreat  respect 
lor  Mr,  Peter  r.  Dnirker.  He  has  an  article  here  thA  so  concise 
and  on  the  point  W(^  are  discussin*;. 

FIp  says  this:  ''Lookinc^r  at  all  its'^parts,  the  ba.^ic  tendency  of  the 
Ain.'rican  economy  for  the  next  r,  or  10  years  is  not  toward  a  labor 
surplus  but  a  shortage."  And  he  eiters  in  tho  article  many  sustainin*- 
eh'inents  to  justify  his  "conclusion.  .  ^ 

r  am  submitting  to  you,  Professor,  I  think  vou  have  been  very 
mnrjse  hi  your  opinion,  but  there  are  .  people  ^lnd  qualifierl  indi- 
vKluals  in  this  eoutttry  that  feel  dinmetricall v  opposite  to  what  yon 
Mave  expressed  before  the  committee,  Jiamelv,  that  our  labor  force 
IS  tr(un<r  to  be  smaller. 

ft  is  not  fxu'mir  to  he  lar^rer,  it  is  <r()in<r  to  be  smaller  and  consc- 
qiienriy,^  if  lon^ic  follows,  we  should  he  well  able  to  sustain  a  ,3- 
penvnt. unemployment  factor  in  the  economy. 

Mr.  Hafl.  The  structunil  relationship  I  refer  to  is  one  between 
'  the  unemr)loyment  rate  itself  and  the  rate  of  wa^r^  ijiflation  and  is 
not  related  to  the  size  of  the  labor,  force—that  is,  the  fraction  of 
fhn  tota  population  that  is  in  the  kbor  force.  T  believe  that  fraction 
IS  lar^^'ely  relevant  for  the  question  I  havti  addressed. 

One  of  the  advanta<res  of  an  unemployment  tar^rct  is  that  it  is 
adaptable  to  these  questioK^.  It  do(^sn>,  really  matter.  AVe  can't  set 
a  (luantitative  pro(bictioh  tar<ret  because  we  just  doirt  know  what 
ivraction  of  the  population  will  be  workin^r. 

^  I^ut  we  can  set  an  nnempIoym(!nt  taii^et  and  T  think  the  bill 
IS  exactly  rin^ht  m  focusing  on  the  unemployment  rate  as  the  appro- 
priate tar<ret  We  can  set  an  un(^mployn^ent  tar^^et  even  if  wo  don't 
know  what  fra('hon  of  (he  population  will  be  working. 

>Fr  C^AVDos.  I  take  it  you  have  taken  a  counter  rm.sition  to  Mr 
Drucker.  ,  ' 

Mr.  Hajx.  I  feel  at  a  disadvanta<re  because  I  haven't  read  the 
artieh^  '  ■ 

Mr.  Gavdos.  I  w'ill  mak(!  it  available  to  you  and  appreciate  anv 
comments  you  can  make. 

AFr.  Sahasiw  WilPthe  ironMomjin  yiehl? 

Ml.  CiAvnoH.  Yes.-  ,  ' 

AFr,  SAUAsrx.  r  havo  read  s(mie  of  Mr.  Drueker's  material  Tt 
seems  to  me  it  doesnV.  }i<.rre(^  with  ITP.  f^O,  allhourrh  you  may  be 
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.>li.,.*'.V'^ll'  m>Vo<ts  it.  I  ,l„,rt  thi„k  h,.  would 

ir::;;;n:''uS'\i;r]ii;r   <"  .-...^u,.in,< .0...^ 

-Mr.  (,Av„ns   I  vv.ll  rcspon,!  to  my  (•oIK.a-iic.  u-h„  I  have  a  docp 

,,,11;';  1'''  r'"'""      "  <listi"<'tioa  in  his 

utni...  ,s  fai  as  tlu;  al.or  .naikct  is  (•..luri;!.,.,!.  indicates  a  .sl|oita-.> 

th'llikin!";^^''  {i'"','t"'7''r"^^f='i"  H'^t. position.  U-t  n...  mnclude 
tli.inkin-  \o...  .Air.  Hall,.  \„u  aiv  vnrv  int.'n.s..  in  vour  i.ositions 

'"'^ '  '  i 

ot)sci  \  Htif)n  ()]]  youv  part. 

oJ^ln!,  -V"  '"''■-•-tly  ul,..n  yo,  l  .s-tat..  in  v.nr  stwlicd 

i..|M^n^^^^      .'.xinrt. to  sustain  an  uu,..n|.loynu.nt  rate  of  Ics.s  than  r>[<l 

fl.^^n;  /,/"'"  --"Hicuhat  of  an  on.,stat..nM.nt.  I  ,vih1 

t.,di.^^^  MS  shou-m^'  that  without  slnx  tural  .han-.-s  «v 
,")ul,f  not  sustain  an  nu..n.|.loyn^..ut  rate  hclow  n  i.cm.nt 

My  u.ost  hk-cly  li^mr  for  that  is  ;VS  |xp,.,.,nt.  liut.  let  u...  sav. 

s  .  '''I'^T'  •■'  i'"li«-.v    I^lon-t  know  o 

MU  h  a  poluy  to,lay--that  chau^^.s  that  .vlationshi].  drau.atirallv: 

It  IS  cTta.inly  true  th.^  luunhcr  I  would  havi.  ^jivcu  for  that  iO 
yoars  a^o  would  1„.  lower.  It  nn^rf.t  h.  as  un.H.  as  a  half  p-urcuta-re 
pornt  lower  l,.rans..  tl^n^^s  .•haufr..  in  the  lahor  uunket. 

I  he.  .•J.anfr,,s  that  have  taken  |,la.c  in  the  past  10  years  have 
Hei.  a.lyerse.  Let  u.e  point  out  that  the  adverse  ehan-es  I  think 
lavo,  eonje  to  an  en.l.  I  do  uot  anticipate,  on  th.".  hasis  of  what  1 

ulMrn.v -nlltlier'       '"'  ^'"'^  ''-^ 

Anci,  ni  faet  as  the  nun. her  of  hirths  in  this  eoiu.trv  reached  a 
peak  in  l.»;,<.  those  people  are  ahno.st  -raduated  fron.'hcin-  teen-' 
f ,  """f  J-'"'  '"■Iter.  The  outlook  from  hei'e 

s  not  for  the  -loomy  upward  drift  in  the  sustainable  unemployuumt 
'.i«t(!  lor  the  future.  '  •' 

We,  have  reached  the  veiy  worst  point  today. 

SSh-  (Javdoh.  Thank  you  very  unich.  I'|ofe.>^sor.  I  ima<rine  I  will 
mvo  to  preHun.e  that  pr..fes.sors  are  ^^.in-  to  he  in  thnFo  percent 
niicmployment  area  toiH  '  ' 

Thank  you,  Afr.  Chairman. 

Mr.  DA.v.Kr.s.  f  uow  nrofrm/e  my  distinguished  .•ollea-ue  from 
Cahfornui,  the  author  of  the  hill.  ( 'on^^ressman  Hawkins 

M.^  Hawkink.  Mr.  Hall,  as  a  follow  up  to  the  question  asked  l.v 
Mi.  (,a.vdo.H,  on  pajre  5  of  yoiu'  statement  in  which  you  deal  with 
the.  finest  ion  of  a  sustainal.le  rate  of  uneuiployuKmt.  you  use  a  fi-ure 
»t  .).8,  or-,,  percent  of  adiilt.s.  Is  that  the  amount  of  unemployment 
that  yon  con.strue  to  l,e  sustaiiii.hle,  or  an  a|»i)ropriate  taifrct ;  which 
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Mr,  Half.  T  ]ut\\^  avoided  sayin^r  that  tlio  snstjiiiiahlo  rate  should 
always  function  c^xartly  as  rli(^  tar-K.  I  ('an  iniacrinc  siti'iations 
whnv  the  tixv<ri^t  would  Im^  (Hin'jvut  from  tlio  sustainable*  rato. 
..Jlow('vt»n  I  wmildopposiv  tli('  adoption  of  any  sin<rlo  tar<rot  nnich 
ow  t  ](>  sustamahlc  rate  because'  by  definition  of  tbo  sustainable 
rate  J  don  t  helieve  that  tai<:et  ean  be  sustained. 

^I-^^^'^^'-^;:'^vV9>^ii»<'(l  sustaiiud^le  rate.  What  is  Audi  ^•l  rate 
when  yon  sny  jb^^jg^  . 

Mr   Ham..-:.^*^^  late  is "soniethinjr  vou  dedueV  from 

the  (lata  l\v  ^^t^Hif-j^for  nn  unemplovnient  ;-itc  below  whirh  the 
rate  of  \va<re  U«^*ilfcf'r,  tonds  to  accelerate, 
■^fr.  ITAU-ivixsMvlmt  is  a  ry.K  as  it  is  used  on  |)a<re  T)? 

Mr-  IIma,.  It  is  an  estimate  of  an  nneniploynient^  rate  such  that 
when  the  unemployment  late  is  niucb  beMw  n'.S  percent  we  observe 
not  just  hicrh  rates  of  wa<ro  inflation  but  i'isin<r.  accmmdatin<r  rates 
of  wa^re  niflation,  ^ 

Mr.  ir.\WKi.vs.  Then  it  is  a  benchmark  vou  use? 

Afr.  Ham,.  It  is  a  benchmark  exactly. 

-Afr.  TTawkixs.  This,  as  defined  in  the  statement,  means  5.^  percent 
of  adults,  wlfich  excludes  teena^rers. 

Mr.  Ham..  The  5.8  percent  is  on  the  basis  of  the  entire  labor 
force. 

•  'l\rr;  I  Fa  \VK  I. vs.  You  said  5  perc(M;t  of  adults  thi'ou<rhout  vour 
statenu'nt.  Ymi  use  adults  an  exVludiii^r  teena^rers.  Is  that  not  true? 

Mr.  Ham>.  Afy  uuderstandin<r  in  writin^r  this,  which  I  now  find 
to  be  inrorrcTt,  is  the  conventional  definition  used  in  <rovenwnent 
data,  adults  bein^r  pc^ople  who  are  not  teena<rers,  that  is,  20  and 
above,  as  a  technical  matter. 

The  T)  percent  means  5  ofx-reeut  amon<r  members  of  the  labor  force 
ap'  20  and  above. 

Mr.  ITawkixs.  It  is  moiv  than  a  technical  matter.  On  pa<re  3  yon 
hav(^  tables  that  relate  to  adult  uueuiployment  rate  and  mu'  wlncli 
relates  to^  the  tota!  uniunploynient  rate.  You  have  nuule  a  very 
sharp  definite  distinction  throu^diout  the  statement  that  \\|hen  vou 
talk  about  adult  un(»mployment  vou  e.xcbide  teena^n^rs;  isn't  that 
true. that  throu^diout  the  statemen't,  whenever  you  mak(-a  statement 
that  says  "adult  uuemploVhieut''  vou  are  not  r^ferrin^r  to  teeua<rers? 

Mr.  TIam.  That  is  oidy  when  T  read  the  bill.  I  did  (Uicounter  the 
phrase  uduK  unemployment".  I  assumed,  mistakenly,  the  definition 
used  there  was  the  s«me  as  us(n(  by  the  Bureau  of  Labor  Statistics. 

All  of  my  research  has  been  carried  out  in  terms  of  the  official 
unemploynuMit  rate,  which  T  now  understand  to  be  the  same  un- 
employment rate  as  set  by  the  bill,  which  1  believe  is  the  correct 
unemployment  rate  to  be  tin;  taiV^et. 

All  references  to  the  adult  unenjployment  late  in  this  papei' .slmuld 
simply  be  i^rnored. 

Mr.  IfAWKLvs.  Ai'e  wc  to  understand  on  pa<re  5.' when  you  make 
the  statem(»nt  tlu^t  a  reas(.)na})le  .^in<rle  estimate  is  5.8  per('ent,  or  5 
j)ercent  of  adults,  that  yon  are  not  excbuliii^r  teena<rers? 

Mr.  Uaja..  The  5.8  percent  includes  teena<rers.  That  sentence,  I 
see  imw.  is  and)i^rnous.  ft  should  retul.  "a  sin^rje  reasomd)le  estimate 
IS  5.8  pen!(Uit'of  tin*  entire  labor  force;".  ' 
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Mr.  Hawkins.  Tliat  would  have  made  it  clear,  but  as  you  stated 
hens  your  so-called  target  is  not  5.8,  or  5  percent  of  adults,  ac- 
cording; to  the  reasoning  that  you  have  used.  It  would  be  at  least 
oiHshalf  or  1  percent  larger  if  it  included  teenagers. 

Mr.  Hall.  The  5.8  percent  does  include  teenagers.  It  refers  to 
the  unemployment  rate  for  the  entire  labor  force, 

Mr.  Hawkins,  Then  ''5  percent  of  adults"  should  read,  as  you 
define  them,  much  more  than  5  percent  because  in  that  reference 
you'ttfiave  excluded  teenagers;  is  that  not  so^ 

Mr,  PL\LL,  That  is  right.  If  yoii  set  the  taiget  on  the  basis  of  the 
adult  labor  force,  which  lias  a  significantly  lower  unenn>loyment 
rate,  the  target  .should  be  lower,  ^  • 

Mr.  Hawutn^.  So  you  are  talking  about  a  target  not  around  five 
but  substantially  larger?  It  is  at  least  o^A  to  6  percent. 

Mr.  Hall.  That  is  exactly  riglit. 

Mr.  Hawkins.  I  just  wanted  to  know  what  you  called  a  target. 
Xow,  are  you  going  to  say  to  all  of  those  still  unemployed,  when 
you  reach  that  so-called  target  of  or  (>  percent,  that  all  of  you 
who  are  unemployed  can  just  forget  about  any  hope  of  ever 
l:)econiing  einploy(»d?  - 

Arc  wc  to  reach  a  point  below  which  we  would  disregard  all 
others  who  may  be  unemployed^  What  do  you  do  to  those  who  do 
-Hinot  get  by  tlic  gate  at  that  j)oint  ? 

Mr.  Hall.  At  5.8  percent  unemployment,  the  typical  unemployed 
person  .n^mains  unemployed  for  le^.than  4  weeks,  so  we  sliould  not 
4'alk  about  the  unemployed  in  liiat  situation  as  if  there  were  a 
mass  of  people  excluded  from  jobs. 

About  half  of  them  are  people  wlio  are  on  lay-off  from  their  jobs 
and  who  have  a  good  expectation  for  returning  to  their  original 
'jobs.  The  other  half  consists  primarily  of  individuals  who  have 
just  entered  the  labor  market  within  tlie  past  4  weeks  and  are 
looking  for  work.  ^ 

It  is  not  correct  to  say  that  at  that  kind  of  unemployment  rate 
there  is.  in  any  sense,  a  large  grouj)  of  workers  who  are  unable 
to  find  jobs,  Kather,  there  is  a  large;  group  of  workers  who  are  just 
about  to  he  i-ecalhul  to  the  jobs  tlicy  already  luive. 

They  should  not  \n\  identified  as  jobless  at  all.  Tlu^re  is  another 
group  who  are  looking  for  work  hut  haven't  quite  found  it  yet.  We 
should  not  inisund(^rstaiid  what  5.S  f)(»recnt  unemployment  means. 

It  is  a  very  different  world  from  U  percent  or  8  percent  or  even 
7^/j>  perc(»nt  wht^re  w(^  find  a  significant  jumibcM*  of  peof)le  who  have 
.  gone  a  fairly  long  i)ei'iod  of  tinu;  without  finding  work.  But  at  5.8 
p(4'cent  nnc'inployineiit  we  rcat^h  a  situation  where  the  great  bulk 
of  the  ujiemi)loy(;d  iiiv.  in  the  proct^ss  of  finding  work  or  returning 
to  jobs. 

They  are  not  at  all  a  large  group  of  pt'ople.  '  ; 

Mr.  Hawkins.  Mr.  HalK  yon  know  that  absolutely  isn't  true.  You 
know  thet-e  are  groups  of  th(;  population  such  as  minorities  and 
women  .who,  at  5  percent,  will  have  an  unemployment  rate  of  twice 
tliat  figure.  Teeuag(;rs  would ^)rol)ably  have  tlu'ee  times  that  rate, 

This  average  of,"  which  \\^u^speak  certainly  does  not  wash  out 
completely.  These  special -groupiT  who .  are  not  going  to  be  called 
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back  to  s^ic  job,  or  who  have  never  had  a  job  and  are  never  ffoine 
to  locate  one,  liave  lar<j:or  rates.  r 

I  am  askin^r  yon  What  you  do  if  yon  reach  the  5  percent  and, 
lots  s:iy,  tliero  are  individuals  who  have  never  been  in  the  labor 
market  or  who  have  been  unemploved  for  a  rear  or  lon^^cr  What 
are  you  -oincr  to  say  to  them  ?  .AVhat  are  you  -oin-  to  do  with  them 
Who,  at  this  rate,  are  <>:oinf>:  to  be  left  out? 

They  are  American  eitizeiis  entitled  to  the  same  ridits  as  others. 
\\  Iiat  are  you  *^o\n^  to  say  to  them?  ' 

Mr.  Hall.  In  the  first  place,  the  ^zronp  with  tlie  lar^rest  unem- 
ploynient  rates  ls  teenacrers,  I  have  discussed  that  as  a  special  prob- 
em  A  -ood  part  of,the  difficulty  with  teena<rers  is  their  inability  to 
hnd  sununer  wprk,  ^ 

It^js  important  nvhen  you  see  a  lar^re  unemployment  rate  for 
teena-ers  that  a  -ood  pait  of  that  number— not „ all  of  it— repre-^ 
aents,  the  tact  that  nie\ccononiy  .siniplv  does  n6t  provide  enourrh  - 
summer  jobs  tor  teena<rei\<   t  .    . '  "  ' 

I  endorsed  the  pronsio;i5?^)t  ,tlie^  acL  referm^^^  specifically  to 
providnicr  summei'  emplo.^^InQ^lt  Tor  ^(%^i,ni*}k'Xond  that,'  we 
should  reco-inze  that  at  5  ,pei;cttiit  nnem])loynient  the  typical  un- 
eniployed  person  remains  uneniployrd  for  less  than  4  weeks 

ilnit  applies  even  to  those  «^rouys^i«ffth  very  hicrh  unemployment  ' 
rates    i  he  problem  with  hicrh  uiu^niployment  is. not  a  problem  of 
people  who  pennanently  caiyiot  find  work.  The  difficultv— and  I 
loter  anrjiiji  to  ;).8  percejit  unemployment— is  at  uuen'ifijbyineiit  rates 
Ike  that  you  hnd,  for  example  the  Black  unemployment  rate  will 
,he  hi;rrjier.  It  will  be, at  lea.st  8  percent.  '  |^ 

If  you  look  into  the  4t^tadls  of  that;  ft  is  not  that  that  mearts 
t  ieie  IS  that  fraction  of  Hlhcks  somewhat  excluded  from  work, 
It  IS  that  the  kuKi  of  work  they  |ret  (kesirt  last  very  loiur  they  >et 
hud  off  more  freciut^ntly-more  frequently  is  by  far  the  Jar;rest 
explanation  of  that,  *  •  *  ^ 

There  are  problems 'ip  the  labot-  market,  and  I  certainly  don't 
want  to  panit  a  picture  which  sn^Js  that  the  labor  market  works 
pertectly.  One  of  tlu^  major  prohlej^^s  i.s^iat  for  various  reasons, 
ud  olt  jpbs  mor('  frf^qnenti  - 
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When  we  see  10  percent  iiueniployment  tliut  doesii't-niean  10  per- 
cent offt^lie  labor  force  is  nuaWg!  toMiiid  work.  It  is  10 'percent  of 
the  hx^iffv  force  is  betwoeii  j^^^i:  about  to  iind  a  job. 

It  is  still  a  social  loss.  ItTi^^till  soniethiiit^  ,we  should  very  much 
concern  oursc'-K'es  with.  l^^«;>vertihouldn't  interpret  that  to  mean 
tluit  10  percent  of  the  l^'^^'^l^pc- ^  to  Iind  work. 

Mr.  H.vwKiNs.  Let's ^,^t^J&/^aj>es  because  1  think  the  thrust  of^ 
your  statement  deal{p^^S5^i^a<;es.  You  seem  to  have  an  obsession 
against  high  W'a<j^es.- jitit^  ViKi^tt^    you  whetlier  wages  liave  an  influ- 
ence on  economic  grou^.Cand  low  unemployment,  and  if  economic 
growth  has  lagged, '^^^jpat  terms,  behind  productivity  gains? 

Mr.  Hall.  I  ha.y^i^^petl,  that  questioiL;  Tlicre  is  essentJially  no 
lead  01-^  lag  reIatioj[^|5-'^  sV^Tteniatically  between  pi'icesjand  wages. 
Others  have  done  yMBfi-.c]^  "pji  ^his  question  and  reached  the  same 
conclusion.  ^^i-  -  r^y 

Tliere  is  oiU',  vef-^l^nportant  episode  w:J>1cli  I  believe  has  dom- 
inated the  thinkin^^*  (his  issue  today,  which  is  that  prices  rose 
starting  in  late  ll)7^^>cause  of  food  and  oil.  There  was,  by  neces- 
sity, a  reducti()itj^iji\i^^^  Avage  that  took  place  during  that  pe- 
riod becausc'v  tiie'-tJ^Sjs -of,  t^-ade  with  rej^pi'Ct.  to  oil  in  the  United 
States^  shifted  v,t#\^^v(TseIv  - 

^yv^  simply  him  to'I^nve  liighel*  prices,  relative  to  wages  as  long 
as  we  wore  forci'f^Vo  acc(>J)t;.^i  higli^^f^hl  price  of  oil. 

!Mr.  IlAWKi:yi:  Tj^*t^1siyt/the  poi{*t>Mlim  asking  you  with  respect 
to  product ivjt>jij^LeSS^  t h i. ^^^vny, "n'^ith  respect  to  productivity, 
are  wages  h'ijydyi^^'^^lag^Hhg  iK^fewd  rising  pri(^es? 

Mv,  I'^Ai''-^^^J^ 'O^fTi'OSsnuuu^M  prices  a ro  rising  less  rapidly 
thauvwages.  j&st  alK)^ifc|ww  hack  on  tlu'.  traditional  hi.stori- 

cal  relationship >whoi^  the ri^fl^  2  to  ^  percentage  point  increase 
in  tluv_real  wag^t'H^j(^n^j>;tir^^  price. 
,    ^Toda y  W(^  o  the  mo iv.  t  i-ad i  t  io n al  rel  a t  i onsh i p 

where  wjf  life "^tar^^  for  the  next  year  an  8-percent 

increase  m  wages,  ^^-pt^)P^S|^JNi^rease  in'  pi-iees,  and  therefore,  a  2- 
p(^rcent  increase  ii).  the^ii^g^jji^^ 

The  •relationships'iw&^b^^^^^^^  niiich  disiocated  in  the  1973-74-75 
period  on  account  (^jt^^fg^  loss  .to'the  economy  associated  with 
th(^  Increase  ifiji|t|j^;2^ 

Mr,  HAWivTi^;)^^S^       you  give  lis  a  period  of  time,  any  period 
of  a  year  Or^^in^j^^^^iisc.  whatever  time  you  want  to,  in  which 
wag('S;hav^^M^jfljJ^:es  aiul' productivity^  Will  you  point  out  a  periods 
of  tifJi^'^^^SPi®^      20  years  in  which  that  situation  was  true? 

Mr.  ^^^^b^^l^^O'  m^ost  striking  episode-of  that  kind  was  more  than 
20  years^Q^^r  It  was  during  the  Koreair  wai*. 

Mr,  Hi^^aKs.  Within  20  yeiirs,  at  wliat  time  have  wages  been 
leading  p^i^^es?  , 

^fr,  JlALiy.  Wage  inflation  and  price 'inflation  was  very  clo.sely  • 
a.ssociated  through  the  third  quarter  of,  197o,  aiul  the  largest  single 
'  discitvbj^ncy  was  on  the  ord(M*  of  half  a  perceiitage  point. 

M^^?l^WKrNS,^Was1t  actually  leading? 

Mlfi^^^  iU).sv^teiiuitie  tendency  for  either  kind  of 

inflfftiiKH  the  other.  It  was'  a  very  close  relationship. 

Mr.  Haavkins,  Let  nie  get  to  the  laf?t  ]K>int.  I  would  like  to.ud- 
dreas  my^i^ij^stioning  to  ypnr  .sfeitement.  After  yon  have  ignored  all  • 
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®  the  priority  programs  in  H.R.  50,  and  after  you  have  misinterpreted 
the  main  emphasis  of  the  bill,  and  its  use  of  monetary  and  fiscal 
policies,  its  use  of  economic  development  programs,  its,  counter- 
cyclical aid  programs  for  youth,  et  cetera,  you  end  up  with  the 
main  emphasis  on  public  jobs  in  the  private  sector,  which  is  a 
terminal  program  and  the  program  of  last  resort. 

You  then  get  into  some  ratlier  strange  mathematics  on  pages  10 
and  11.  First  of  all,  you  say  there  is  an  open-ended  guarantee  to 
underwrite  all  who  may  not  havje  been  employeiUaJth^  conventional 
jtiaftner. 

This  completely  ignores  th£  fact  that  criteria  have  been  carefully 
J0g2i^ut  on  page  83  of  the  bill  in  terms  of  those  who  \yould  apply 
-•ibr  the  jobs  and  how  they"  would  be  considered,  beginning  on  line 
j^';^2,,  where  we  say  "such  priority  criteria,  where  it.  may  be  appro- 
SjJ^riatc  to  establish  the  order  in  which  persons  able,  willing  and 
■^seekii^g  to  work  are  provided  jobs."   "  . 

And  then  the  criteria  written  are  the  duration  of  unemployment, 
the  number  of  employed  persons  in  the  household,  the  number  of 
people  economically  dependent  on  any  such  person,  and  so  forth. 
Yet,  you  call  this  an  open-ended  guarantee  to  underwrite  the  em- 
ployment of  as  many  workers  as  are  necessary  to  maintain  the 
tar^ijet  rate  of  unemployment.  O 

Even  overlooking  that  misreading  of  the  bill,  or  not  having  read 
the  bill,  you  get  down  to  a  hypothetical  situation  in  wtiich  you. indi- 
cate that  from  5  to  8  million  persons  are  going  to  be  put  into  public 
jobs.  t  / 

.1  am  sure  you  wouldn't  afijree  with  the  8  million  because,  if  there 
are  only  million  unemployed  at  the  present  time,  I  asisume  you 
would  agree  with  some  number  halfway  between,  that. 

But,  let's  hypotjietically,  say,  5  million  persons  would  be  put  in 
as  a  final  resort  iinder»  this  bill — the  argument  with  ^hich  you 
conclude,  which  I  thinkas  not  a  valid  one  to  use  because  we  don't 
anticipate  this  bill  doing:  such  a  thing — and  we  had  5  million  jobs 
and  \ve  used  10  thousand  per  job^  that  would  be  $50  billion. 

Confirmed  evidence  before  this  committee  would  estimate  that  for 
every  1  percent  of  reduction  of  unemployment,  there  would  be  $32 
billion  gained  as  a  result  of  the  unemployment  compensation  reduc- 
tion, welfare  reductions,  and  so  forth. 

So,  if  \ye  count  2  percjent  reduction,  that  would  leave  $18  billion 
for  that  5  million  jobs.  J^n  terms  of  the  fact  that  those  5  million 
persons  woilld  tlien  be  producing  goods  and  services,  would  you 
ignore  completely  in  this, calculation,  this  MIT  mathematics,  the 
multiplier  effect?  '  " 

In  other  words,  you  are  saying  that  thouglv  people  are  going  to 
get  jobs  there  would  be  no  impact  on  the  totaPeconomy.  If  you  leave 
that  out  altogether  then 'you  end  up  with  a  difTerential  cost  of  be- 
tween $-10  and  $50  billion,  in  your  terminology,  and  ,  a  $10  billion 
saving  and  a  $40  billion  outlay. 

Would  you  say  that  is  a  correct  formtilation  that  would  ignore 
completely  the  impact  and  multiplier  efTect,  the  actual  savings  that 
-Avouki  result  and  the  fact  that  you  now  have  persons  who  are  not  a 
total  liahility,  but  who  are  producing  goods  and  services  as  opposed 
to  those*,  wlio  arc  not  producing  anything?  ^ 
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Would  you  say  that  if  \vc  could  accomplisli  that  .witli  $18  billion, 
we  probably  would  be  dpiu^  a. <^reat  service  to  the  Natiou  to  solve 
our 'ccouQuiic  j)r6bleins  at  the»  cost  of  $18  billiou,?^ 

Hali^.  Mbst  of  the  adVautayes.you  have  alUped  to  there  are 
the  advaiitaf^es'of  auy  expansiouary  prbn:'raui.  The  reasou  I  don't 
address  multiplier  efl'ects  is-  that  we  have  policitj^  ^vhich  require, 
essentially,  no  movement  of  resources  for  'achievnig  expansion, 
namely,  monetary  policy. 

I  don't  think  what  you  said  is  quite  ri^^ht  about  my  position  on 
this  bill.  I  put,  primary  emphasis  on  the  fact  that  ag<^regate  mone- 
tary and  fiscal  policy  can  do  a  lot  more  tlian  it  has  done,. 

It  should  do  more  ioday.  In  the  lirst  place,  yo.u  have  <;ot  to  com- 
l^are  alternative  ways  of  reduein*]^  unemploynieiit  and  even  if  you 
found  several  that  seemed  to  have  very  favorable  computations  of 
the  kind*you  haVe 'done,  you  still  are  obli^^ated  to  take  the  best 

Monetary  expansion  is  essentially  free.  There  is  nothing  you  have 
to  do  by  way  of  setting  up  programs,  Jiiring  highly  skilled  a  dm  in  is- 
Vtrators,  ])ut ting  resources  into  the  program.  It  costs  a  nickel  to 
expand  tjie  money  supply  by  $1^' mil  lion.  .  • 

We  have  gt)t  to  compare  one  expansionary  policy  w'ith  an  alterna- 
tive and  I  f^lt  T>h»t' monoUVry  expansion  on  a,  cost- benefit  basis  is 
tlfe  most  etfectivd^  •"  ,  ' 

I^et  nie  go  txackT  to  sonitv  of  the  earlier  remarks  you  made.  Let  us 
not  foV  a  momfint  have  tlfe.  illtision  that  increasing  public  employ- 
ment by  1  million  wprkcr^;;rcd^ces  :unemployment  by  anything  like 
1  million  workers. 

.T]iat  Is  a  very  elenientary  itfi,stake*  that  is  made*  and  gives  a  very 
strong  bias  toward" these *pVogr;uns,  hut  it  is  wrong  because  every- 
time  you  tighten  the  labor  market  'all  kinds  of  other  effects  take 
place  to  crt>ise  an  offj?ettin<):  increase  in  unemployment.  . 

It  is  well  known,  for  example,  i\h at  workers  come  into  the  labor, 
force  in  I'esponse  to  improved  conditioa>B  in  the  labor  market.  That 
is  one  of  the  reason.s  that  we  get  a  large  social  dividend  from  de- 
creasing the  unemployment  rate.  It  precisely  that 'we  bl'ing  more 
[)eople;lnto  the  labor  market. 

Some  of  tho.se  people  become  unemployed  in  the  pi*ocess  of  finding 
work,  I  have  tried  to  give  some  impression  of  >vhat  would  be  realis- 
tic to  get  from  this  kind  of  policy,  and  it  is  nowhere  near  1  million 
reduction  in  unemployment  for  each  1  million  increase  in  jobs. 

Mr.  Hawkins.  I  dicln't  assume  that  at  all.  I  was  using  ^he  formu- 
lation that  you  u.sed,  not  that  I  would  agree  with  it.  Let  me  just 
simply  ask  you  this.  Don't  you  b(^liev(*  monetary  and  fiscail  policies 
which  would  be  the  nuiin  weapons  used  under  ILK,  50  are  the 
propm'  ap])roaehes  to  use  and  that  the  use  of  these,  while  it  would 
'not, solve  all  of  our  economic  problem^s,  certainly  should  be  the 
beginning  of  the  solution  to  the  problem. 

And  this,  backed  u^)  with  a  pro[)er  manpow(u-  policy  and  progj:am 
phis  economic  development  that  would  reach,  specific  industries, 
groups  and  areas  of  the  country,  would  make  the  emphasis  on  public 
service  employment,  which  seems  to  be  the  main  tlirust  of  your 
statement,  more  manageable  and  certainly,  afi  a  residual  program, 
much  smaller  than  the  $80  billion  to  which  you  ^efer  on  page  10. 
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nH^,  f!  r  r'"'"'  .tl""I>™?r''"."^B|Lfer  to  that  are 
othci,  than  pubhe  L-inployiucnt.  1  think'  thtWKomc,  -ood  pro- 
Kianis.  J  nm  not  u-amst  niaiipou-.i-  pio-ranKS Iffll.ink  and  believe 
,loople  wlio  oi)Qratc  tluw  pix-firanis  and  desi«»,oni  would  ar'ree 
It  ]S  ]ust  .creatinfT  aj'ij.lse  HIiisioiL  to  think  yon^ould  achieve  a  re- 
duction ,nsusta,n,,i»,t  unon.plo.vincnt  ratu  "of  the  magnitude  em- 
bodied in  this  bill  thrmifrh  those  kinds  of  piofrnims. 
We  have  vahiabk-  programs  

Mr.  IIawjvin-s.  Iif  mvMiuestion  I  didn't  nsk  vou  necessarily  to 
pick  out  one  factor.  J  ,si,id  a  collection  of  these  .pro-rram.s,  and  I 
mentioned  about  10  of  them,  coordinated  a^d  inteirutr.d  into  some 
sort  of  a  .specihc  policy  npproach.  Would  that  not  go  a  Ion-  wav 
oward  making  the  typo  cf  public  job.s  to  which  vmi  ref.w  Tn  tlie 
Una  page.s  of  vour  .statement  maiingeablp.  and  certainlv,  of  a  very 
small  inagnitiide?  " 

.  ^^l'-}^:^'-'r  -^r.V  i'lipicssion' i.s  the  achievement  of  tho.sc  profrrams 
IS  at  the  very  outside  half  a  percentage  point  in  the  unemplovment 
rate,  nowhere  lu.Nir^th.,        peirc^ntagfe-.^mints  that  is  the  gap  be- 

^'^".''"^'"'/'•'V  '"^^  f'><l".v."«>vhat1%,can  get  with  agnrrcgatc 
policy,  and  .'5.0  that  is  in  the  bill. 

^  It  boiLs  down  to  a  (lue.stion  about  the  evidence  of  the  kinds  of 
PQhcie.s  Perliaps  I  wasn't  clear.  I  was. referring  to  the  10-pliis'or 
minii|l'mds  of  programs  that  •ypu  were  talking  about:  training 
progiiaus.  urtja  targeted  programs.  . 

I  did  a  study  a  few  yeai-s  ago  that  tried' to  be  compreliensive  in 
tJ.at  and  to  appraise  what  the  prospects  for  reducing  the  unemploy- 
ment, rate,  through  these  programs.  It  is  not  zero.  There  liave  been 
siicccsstn   programs,  but  we  should  not  ovei-sell  tlSose  programs 

.r.,,  i  o^.'"''-''-''  -"^•'''•«''""if^  t>'"«('  programs  to  think  that  very 

.  mikh  01  tJi(!  .2.S  percentage, -points  of  uneinploVment  that  we  need 
to  elmnnate  could  1«,  done  with. the  kinds  of  programs  that  we  have 
had  success  \yith' in  the  past  and  know  about  today 

In  other  word.s.  I  would  interpret  thi.s  bill  as  putting,  iji  effect' 
primary  reliance  on,  first  of  all.  aggregate  policy  to  get  5.8  percent 
and  public  e.npJnyment  phm  perhaps  half  a  percentage  point  at  the 
outside  for  the  other  .structural  policies      .    •  •■ 

But  most  of  that  2.8  percent— let's  .sav  2..r  percent  of  it-]>as  to 
conu-  Irom  the  public  ein))loy.ment  part  of  it.  ^fv  impression  of  the 
egislation— I  am  not  an  expert  at  rending  legislation-is  that  the 
1)1  1  rcc]uire.s  policy  makers  to  achieve  the  3  percent  using  all  of  the 
different  tools  It  makes  available  to  them. 

My  interi)retation  of  the  effect  o'f  tho.sf-  tools  ,savs  that  the  one  that 
c^^iiha^-aii  eflect  if  it  is  operating  on  a  large  enough  scale  is  public 
onipKiyment.  A\  e  can  go  iis  far  i.s  TkH  percent  with  aggregate  policy 
and  tl\('n  Ue  hav(,  to  rely  on jjublic -employment  to  <»et  most  of  the 
remaining  2.8  pei-cent.  '  •• 

Th(!^!irithmetie  I  do  in  my  .statement  show.s.  how  inany  jobs  the- 
evidence  suggests  would  he  required  to  get  2.8  or  2.3  percent.  The 
answer  is,  it  is  a  lot,  a  lot  more,  than  many  supporters  of  this  le<'is- 
latuni  have  m  miiul.  '        '  • 

Mr.  Hawk 
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Mr.  Daxikls.  Pfpfessor  Hall,  tlie  committee  desires  to  thank  voii 
lor  yoiir.appearanc?^  and  your  tpstimoiiy.  •  - 

^^^^i^i^'^i^^i'^i^^^^^  it  is  my  distinct  pleasure  to  welcome, 

on  behalf  of  all  P^jm3>-l^nians,  a  Governor  I  liave  iS^'personally 
acquamted  Avith  f$r  u  ion-  time,  and  wlio  has  on  numerous  occa- 
sions,^nnsclfehly  <Jiyon  of  his  time  to  come  liere  to  Wasliineton  on 
most  mipoitant  prol)Iams  such  as  tlic  ener^rv  sliortage  we  liad;  tlie 
truokers  striken  and  on  various,  oeonomic  problems 

Mr.  Chairman,  it  is  my  distinct  pleasure  at  this  time  to  introduce 
to  the  committee  as  our  next  witness,  the  Honorable  Milton  Sliapi) 
Gpvernor  ot'the  State  of  Pennsylvania.  '  . 

Mr.  Daxiki^^.  Governor  Shapp,  I  welcome  you  to  this  hoarino^ 
.and  await  with  interest -your  testimony  on  this' very  important  bill 

STATEMENT  OF  HON.  MILTOl^  J.  SHAPP,  GOVERNOR  OF  THE  STATE 

OF  PENNSYLVANIA 

Governor  Suapp.  Thank  you  very  much,. Mr.  Cliairman  and  Mr 
Uav(ios,  i  «5reatly  appreciate  your  kind  woiY^^^^ 

'  Mr.  Oflairman,  member.s  of  the  subcoFnmittee,  I  welcome  this  op- 
portunit3-^ro  testify  hi  Support  of  II.l^  :10,  the  Full  EmploVment  and 
Balance  Growth  Act  of  1!)7G,  I  should  also  like  to  treat' some  eco- 
nomic matters  not  contained  in  this  hill  and  also  <rive  some  of  mv 
obst^ryations  to  tlie  statements  made  hv  the  previous  witness 

Ihis  year  10 1 G,  is  the  seventh  in  a  row  in  which  the  Nation  wijl 
have  an  intolerably  hi^rh  level  of  unemplovnient. 

Since  19()8,  the  oflieial  unemployment  rate  lias  avera<red  well  over 
i)  percent.  Ihe  real  rate  of  joblessness,  eountin*,^  those  forced  to  work 
part-time,  has  avera^rt^d  8  percent.  T -nemployment  anion<r  minori- 
ties and  youths  has  i)eeii  at  least  double  this,  1 

And  who  knows  milly  how -many  idle  people  have  simply  thrown 
up  their  hands  at  the  hopelessness  of  the  situation  and  haVe  disap- 
peared even  froin  the  statistics.  I  would  like  to  comnient  just  briefly 
on  the  statement  that  I  just  heard  with  disbelief  that  5.8  percent 
or.  even  o  percent  should  be  considered  a  normal  unemployment  rate 
ni  thiFcountry,  or  this  is  what  we  are  jroin^r  to  have. 
.  T  say  that  tliis  country  cannot,  sustain  This  unemployment  rate 
without  -oin-  dowi  tho  drain  in  the  future.  Uhink  if  we  jfust  said 
to  ourselves  il  this  Nation  were  at  wai',  wiuit^vould  be  the  unem- 
ployment rate.  We,  would  say  itMvould  he- fractional  unemployment, 
zero,  except  for  tlio.sc  peo{^le  between  jobB,  or  studvin^,^  to  have  jobs. 

1  submit  that  is  what  we,  should  be  h^'.adin«r  for  as  a  policy  of 
this  imtion  ri^rlit  now  iiv.  peacetjiqe  hex'ayse  it  is  attainable  aiid  it 
must  be  attainable.  I  don't :<ro  witli  compiiter.studies.  I  would  rather 
think  m  terms  of  human  beni<rs  than  eon^nitef  models. 

T  .am  trulv  appalled '  that  in  spite , of  this  jfbvsmal  record,  tlie 
I^orc   [uhnjiiistratioii  has  rejected,  this  bill  as  unnecessary-  and  la-^ 
beled  its  oroal  of  full  employmeut  as  impossible.  Tliis  is  the  heiorht 
of  iiopcjlessness.    _  ^         *  ^   .  ■ 

To  say  that  tliis  /rrcat -Nation,  Avith  all  its  tremendous  wealth- 
*.M-eat  variety  and  quantity  of  resources,  and  its  remarkable  human-. 
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tulont,  cannot. liiid  solutioiis  so  that  all  X)ur  people  have  the  oppor- 
tunity to  work  productiycly  is  tantan^oiint  to  saying  that  thQ  capi- 
*talisti(^  system  in  American  can  no  longer  serve  the  needs  of  oiir 
people.  I  refuse  to  buy  that. 

In  my  opiniou/it  is-  the  gross  inisinanagonient  of  our  great  Avealtli, 
rosourcos  aud  inuuan  talent  by  incompetent  leaders  that  is  at  tlie 
core  of  the.  i)robleiu.  I  believe  we.  must  and  can  have  full  employ- 
ment in  this  Xation.  ;        '  •  ,  ^ 

We  can  put  niillions  of  people  back  to  work  productively  earning 
.money  a^nd  paying  taxes.  in?5tc?\d  of  drai'ning  tlie  Federal  treasury 
for  welfare  and  unemployment  conpensation  payments. 

Ir  is  time  to  stop  waifing'and  hoping,  a^nd  to  start  plaiming  and 
working  for  a  better  future  for  our  people.  This  Nation  .still  has  the 
will  and  tluv  resources.  Wc  lack  tlu?  leadership  ami  dfrectiofi  to  move 
ahead.  -  .  '      "     '  '     >v  ^ 

Tli(^  year  lOTO  .should  be  one  in  which  tlu^  United  "Slates  makes 
an  uniHjuivocal  'conunilnu'iit  to  provide  a '  job  for  every  American 
num  and  wonuin  who  wants  U  -  work.  .  ,  V  '.p  :. 

/riic  Xixon-Fortl-iinrns  n  <  khMlown  ap])roacli  to  economics  has 
not  workt'd  for  tlu'  past  7  yr:us.  /uul  it  Ayill  not  work  today.  There  , 
is  no  \vay  we  can  restoie  j/iuspn  iry  and  contidence  iiroiy  Nation  by 
enriching  the  wealthy  M  li rough  tax  breaks  aiul  giving  beni'fits  to 
the- special  imerests.  '  . 

T  reject  the  -  idea  ^it  we  must  sacrifice  the  pi-odnptivo  work  of 
.millions  of  (uir  peo|lTc^  to  control  inflation. 'And  T  rej-ect  the  entire 
Kjom-ept  that  Federal  budget  deHcits  are  a  cause  of  inflation  an 
America.  T  refer  you  to  I^residc^it  John  Kennedy's  speech  at  Yale 
on  June  11.  100i>.  for  .substantiation  of  this  position. 

.1  reject  the  notion  that  a  full  employment  guarantee  will  produce 
overspendiiig  by  our  GovernnuMft.  The.se  are  leyth.^  wliich  -are 
founde/d  in  neither  truth  ]\ov  history— though,  like,all  myth.s,  they; 
have  gi-eat  powers  of  [)ersuasion. 

In  the  past  .sevei-al  years,  we  have  had  ^he  wor.st  unemployment 
.since  the  Gicat  Depnssion.  'I'his  has  beeir  combined  with  the  worst 
inflation oin  decades.  Yet,  the  President's  economic  advisers  persist 
in  tiwing  to  prove  theii*  ])et  economic  theory  that  we  can  cui'c  infla- 
tioii  by  maiiituining  high  unemploynieut,  or  by. tightening  the. 4noney 
.supplv"  and  increasing  interest  rat^^s.  Hring  back  fhc  WIX  bnt^tons. 
They  are  jast  as  r>n'e.ctive.       .  • 

As  T  have- indiciited,  I  think  it  is  truly  di.sgnu'efnl  that  America, 
with  04U- enormous  Avealth.  great  human, talent,  physical  resources 
and  great  need  for  prodiuHive;  lalion  consistently  has  the  highest 
un^mploymeiit  rate  of  aify  indu.strial  nation.'     *  . 

A' continuation  of  thi.s  dis|:)nrity  is  truly  a  thfeat  tp,  tlie' capitalis- 
tic democracv  whicli  .Ave  in,  Aineri<^a  iiuve  developed  over  the  past 
200  years,  ^        '    "     .       /     '     '    '  -      ,  ■ 

Let  me  ^repeat:  We  can — aiui^ifm.st—piit  America  back  to  work, 
dcliievc  full  employment  and  full*  production  with  .stable  prices  and 
control  Government  spending.  Pa.s.sage  of  the  Humphre.y-l4.wkins 
bi'll 'will  perniit  lis  to  do  that,'  .  ./ 
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■   \  .^P^^'       adopting  thh  prkciplcs  of  capital  biidgctin<^  and  a  na- 
tidnal^iilvcstnioiit  pr<7grain,'%^^        fiirtluM-  nicct;.:that  commitment. 
•All  of-.thcs(!  programs  coiildil^isd^^  jobs  and  grcat^i-  rcvcniu^s^r  olll• 
.natlo^al,  StiUc  and  local  trca&iirios. ,        ,  "  >v 
'.♦^'tfvt  inc  turn,  to  some  of  tho  spcj^ifics  of  the  FuirEmi>}oymcnt  Act. 
,     First,,  it  sets  forth  the  rigJvt'  of  "all  adult  Americans  to  do  iisctt* 
work  for  fair  cor?ipoTisation:                     '     ;  ,  ,   " ./ 
Las^  year,  this  \Jftion*,speiit  $20  to  $25  billion unemployrnent 
compoiis}rt.ioivpayments,'^\velfare  and  other  income  maiii'tenajicc  pay- 
me'nts  to  support  pcopFe  wJxo  \vauted  to  work  btit  could  not.  . 

At  the  same  ti^no,  we  los'l  nearly  $50  billion  iri  Federal  tax  r'cv^'^ 
cnues  because  of  excess  uricnyployrnQnt.  The  income  maintenance 
payments  alone  coukl  have  paid^for  2.ii  to  3  million  jobs,  ^thus, 
.reducing  our  iineniploymcnt  levels  by  nearly  40  percent. 

Moreover,. had.  we  done  this,  the  adtlitioiial  workers  would 'liave 
I)oost(Hl  tax  revenues  by  perhaps  $10vto  $15.  billion,  thus,  cutting 
significantly  into  the  budget  defi(iit.  '  ■  '  '  . 
^  Instead,  although  Congress  passed  a  series  of  measures  to  create 
,new  jobs  in  housing,  in  pnbIie  sMH;ice  areas  and  to  shore  up  State 
and  local  gov.eriiment  revenues,  tl]^e,'l^rteident  repeatedly  vetoed 
these  job  bills. '  '  .  .  •       >■  •     ;  '  * 

.  These  vetoes  consigned  inilHons  of  American  men  and  women  tq 
the  continuing  insecUrit};  of  joblessness,  coiitinuing  their  dependence 
on  public  welfare^rogilims,  and  luounti'ng  discoiirageinent  over 
the  prospccts^of  theTfutnre.  '  . 

■  TJ,ie  social  costs  of  the  yctoe.^  ai-e  unnieasnrable.- iNIental  and  emo- 
.tipnal  stress,  disiTitegratioii  of  families 'and  crime  are  results  which^ 
"^will  be  with  us  fpr-^'eiirs  to  come.     •      .  .         -  -  L 

I  niust  say  J  (^an  neither  understand  nor  <^^cept  the  approach  'oJ 
any  .political  leader  whose  only  ai>swerto  the, needs  of  millions  of 
our  citizens  is  the  Veto.  AVhat' hns^  ha-ppened  bver.  the  past  7  years 
is  that  the  Nixon  aiurFord  administrations  haye  turned  increasingly  • 
to  social  programs  t6  cushion  the  shock  of  economic  proble^ns  in- 
stead 6f.  adopting  programs  to  solve  those  problems  directly.'? 
Instead  of  investing  money  to  build-  new, housing,  they  have  be- 
,  come  the  N'ation's  biggest  slumlords.  Instead  op  rebuilding  our  rail- 
Voads,  tJvey  have  spent  billions  of  dollars  to.  subsidize  inefficient 
service  on"  delapidated  rail' lines.  .    ,  ^ 

In  fact,  under  tliis  administration  and  its  predecessor,  bloated 
social  programs  and  subsidies  ha\^  become  a  wayiof  life  for  millioi^. 
~'.  '  ;<S(f'  Americans.  ;     •  :  .  *        '  ,. 

'^^^^■■^A  feature  of  tlie  Humphrey-Hawkins  bill  would  require 

■•v^'.vtlie  President  to  preseiit'an  annual.stateirient  of  the  economic  treiids 
j^;;:  ■  ihd  analyze  .the  relationship  between  ^these  trends  and  our  goals  for 
^«i^tjie  economy.      \  '  .  ' 

•''^     I  concur  with  tliis  clement,  of  tl^e  bill*  also.  The.Federal  Govern* 
ihent  IS  ah'cady  doing  a  great  deal  of  economic' plaijinihg.  Thc'Coiin- 
cil  of  Economic  Advisoi-s;  the  Treasury  I>cpartraeut;  ©Aice  q:4vM*T'i^' 
•  agement  and  Jliidiget.  tlie  Federal  Reserve  Board,  make  poli(v^*doci- 
siouf^  regularly  which  *will  affect  the  economy  for  years  t^^  con^p. 
^  '  Often  tl^ir  respective, plans  are  at  odds^  with  each  other.:  ^*  *  '  * 

'  ■       '-^  - 

'        ■     >■  ■     ■  „• 
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^\  hi)c  we  (ioh't  necessarily  hoimI  moiv  ocononiic  phuinin^r,  wc  most 
ccM-tajnly  iioedMu^ttcM-  i)Iiinnin<r.  Tho.  decisions  of  these  bodies  should 
be  dnvv\-n  together  reornhirly  and  presented  in  a  coherent  fasliion 
so  that  the  Con<;ress.and  the  pnblic  can  review  thein.  « 
_  lucidcntalLv^Jjiick.  in.  tho  e^irly  and  .  mid-1960'a  I  used  Jo  fceacli- 
courses  m  plannin<r  and  one  of  the  definitions  I  used  for  planning' 
was  the  process  whicli  enables  executives  to  make  better  decisions. 

I  think  It  IS  just  totally  unacceptable  that  we  arbitrarilv  say  there 
should  be  no  phinnmg  for  procrmms  because  this  means  that^execu- 
tives  are  uot  in  a  position  to  niake  more  accurate  decisions. 

Instead  of  the  present  system  of  piecemeal  plannin^r,  and  of  half- 
hidden  fiscal,  monetary  and  economic  agendas,  we  should  have  a 
re^rular  and  coherent  statement  which  is  subjected  to  full  scrutiny 
and  (^oufrressionai review.  .  . 

Third,  the  bill  would  be^rjn  t)ie  tasllffof  makin^r  the  Federal  lie- 
serve  Hoard  accountable  to  the  pnblic.  Arthur  l^urns'  theories  of 
economics  have  Heen  the  sin<rle  l)i«r<rest  cause  of  both  inflation  and 
unemployment  in  the  Nation  in  recent  years.  »  . 

Each  time  the  Federal  Reserve  l^oard" ti^ditenslhe  money  supply 
and  raises  the  rediscount  rate,  hi^dier  interest  rates  flow  throucrhoMt 
the  econouiy.  drivinjr  up  the  costs  of  virtually  all  TOods 
services.  ^  " 

The  Federal  Reserve  Bonn),  unfortunatelv,  is  enelianled 
false  premise  that  inflation  can  be  curbed  by  raising  interesjlj 
be(»ause  the  Iiinrher  cQ3t  of  money  will  lessen  the  demand  f6rj 
and  ease  money  i)ressures.  a  J^h: 

.  Hut  tIiis.t;lffK)ry  overlooks  the  simple  fact  that  the  cost  of  b^- 
rowing  IS  a  major  cost  factor  for  all  businesses  and -industries.  And 
when  the  cost  of  money  rises,  hidustry  must  raise  its  prices  to 
.ottset  these  additional  co«it3. 

Thus  tight  money  and  high  interest  rates- actually  increase  in- 
flation by  raising  the  cost  of  doing  business.  This  has  happened 
repeatedlv,  at  Jeast  four  times,  since  1965,  and  will  continue  to  hap- 
pen until  tliose  who  shape  monetarv  i)olicies  are  made  to  account 
tor  and  lustify  then:4K)ljciej;  and  plans. 

Fou|-th,  the  HuuiphTeV^H^  direct  the  President 

to  develop  sj)ecific  programs  to  improve  Government  efTiciency,  con- 
trol mflation.  and  provide  the  millions  of  productive  jobs  we  need 
to  end  unemploymeiit  and  rebuild  America. 

There  is  only  one  way  to  do  this,  and  that  is  to  begin  a  national 
public  sector  investments,  program  to  rebuild  America,  and  by  so 
doing,  stimulate  the  private  sector  of  our  economv.  We -can  and. 
must  put  our  enormous  resources  to  work  building  up  our  productive 
capacity. 

Public  sector  investments  in  rebuilding  our  cities,  rehabilitating 
and  modernizing  our  railroads,  initting  in  water  and  sewer  systems^  • 
educating  oiir  young  and  training  our  work  force  will  create  millions 
of  new  jobs.  tind  billions  of  dollars  of  additional  output. 

It  is  ironi(^  that  the-  concept  of  investment,  whjch  is  an  accepted 
principle  of  business,  is  so  foreign  to  a  President  who  claims  to  be 
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fci^Sding  business.  Virtually  ovor/' successful  business  firm  makes  es- 


^feontial  investments  as. a  means. of  inoreasin^^  its  income— ^and  most 
businesses  borrow  to  niake  these  investments.,  us  lou«r  as  the  pro- 
■       ji^etcHl  yield  vv^l  .amortize  the  borrowin*;  and  s1u)\v  a  puotit. 
1*1.^ .^This Js  4)xc:ii.selx._thc . .stnae<;y.^c -.auiid-. in  ,AVushui^^toii.  Public- 
sector- nrvestnuMits  can  improve  tiansportation.  Build  new  housing 
^»     and  new  nei^rhhorhoods  in  oi^*  cities,  and  improve  the  skills  of  our 
J=^V    work  to rce.'  These  investments  can^  also ,  stimuhite  private  sector 
investuiei|t  several  timers  over.     .  ' 

A  study  in  Pennsylvania  has  shown  tRat  for  eacfr  dollar  of  public 
.sector  investment  there >'ill  be  a  tW*r<i:erin<r  effect  of  $2.40  by  the 
;  p»'ivatc  sector  J'he  coinbq)ed  $3.4()  will  result  in  an  annual  addition 
^to  output  of  $$1p  $10.  ■ 

But  instead  of  invest^ing  public  sector  mohey  to  build  up  th6 
economy,  the»President's  bikfget  recouuniiudations  actually  are  based 
•  on  reducin*^  investji\em     meet  increased  social  co^s. 

To  repeat  n  point  I"  umde  earlier,  the  FoiTl  adunnistration^.is 
usuio;.  social  pro<rrams  to  absorb  the  shocks  of  its  own  iSii^direffM 
*(?x:onomie  policies.  Let  me  explain  this  with  specifics:/  ;  '  \ 
.  .  The  ^'resident's  budget— pa<rc  10-20  of  the  1076-V7  Budget  Sum- 
mary—notes  that , the  recent  rise  in  outlays  for  social  and  iuc^mie 
security  programs  "indicates  an  increased  response  to  humjTn  needs,  but 
.could  present  a  long-range  budgetary  problem  of  fundamental  iui-o 
portance  if  these  programs  were  to  grow  in  the^uture  at  the  same 
rate  as  they  have  in  the  past."       .  '  - 

The  commentary  continues :  ."The  budget  cannot  accommodate  the 
.  same  rates  of  growth  in  tl^o  fiituie,  and  maintain  an  adequate  levels 
:  of  defense  and  other  direct  Federtll  activities,  unless  the  Federal 
Government  takes  an  ever-iucreasing  portion  of  GNP  through  in- 
creased taxes."  ^ 

a'hc  reason  why  these  "overhead"  costs  of  Govermneut  have  risen 
I  so  fast  is  precisely  because  we  have  failed  as  a  nation  to  build  up 
our  productive  capacity.  In  particular.  Government  has  failecj  ,to 
,  inveso  sufficiently  in  rcfSearch,  education,  transportation,  and^  de- 
.  1  velopment  of  mitural  resources,  thus  luicessitating  increased  costs 
;  of  welfai-e  and  unemployment  compensation  and  reducing  tax 
i  revenues. 

In  fact,  there  is  a  great  danger  in  the  President's  arguments.  For 
he  has  not  cut  spending  in  his  budget  to^balance  it;  he  has  cut 
investment.  And,  as  a  nation  we  will  pay,  dearly  for  tliis  in  the 
future  as  bin- output  fails  to  grow.  *  ; 

And  this  is  exactly  what  the  President  is  saying  in  .  his  budget 
summary,  except  he  doesn't  understai^d  the  reason  for  it.  ■  • 

The  President's  budget  projects  a  continuing  decline  in  invest- 
ment-type outlays  over  the  next  5  years.  And  I  say  this  is  false 
economy.  Pui)lic  sector  investment  goes  from  aV)out  '2:\  peicent  to  21 
percent. 

It  is  false  because  by  skimping  on  public  sector  investments,  the 
Ford  AdministiSition  will  guarantee  a  continuation  T)f  high  unem- 
ployment and  low  pix)ductivity. 

Thi.s,  in  turn,  w?ll  fiirther  increase  the  On-going  costs  of  gov- 
ernment income  maLntcniince  and  social  programs.  False  economy 
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such  lis  tliis  could  produce  a  downwarcf  spiral  in  our  natiojial 
oconoiny.  . 

It  im^ans  tlmt  altliou<rli  tlm  l)ud<rot  deficits  mav  l)o  smallov  this 
year  and  noxti-'tlun-  are  bound  to  be  nuicli  lar^rer  in  tlio  future  Theo 
.1  resident  spends  all  of.liis  iinie  \vor^vin^^  abiiut  tlie  expenditure 
^  side  of  the  bud«;et  and  doesn't  even  talk  about  ineouie  or*  revenue 
side.  . 

I  doirt  know  of  a  's.in^de  biusiness  enterprise  anywhere  which 
wprks  on  tins  prinnph\  Business  alwavs  starts  with  its  revenue  uvo 
j(*eti()ns  and  makes  investments  to  ineiv:ise  reviMuie  and  then  to  euitail 
operatin^r  costs. 

'Business  strives  to  hohl  down  its  operating;. costs,  liut  in  business 
It  really  doesn'tmatter,  in  any  ^ne  year,  iiow  hivrl,  operatin^-eosts  rise 
to  support  ^rrowth  as  lon^r  :is  in(\)nu>  exeeeils  operat in^r  rosts 

Ihe  spread  is  called  profit.  We  .s|i()ul(l  be  usin<f  the  same  con- 
cepts in  <rovi.niment.  A\  e  should  be  stjfjiuilat  in;r  the  eeonomA'  to  increase 
income  1  us  way,  we  couM  hai^a  surplus  of  ;rovernment'prolit.  or  at 
least,  a  balanced  bud^rot. 

Moreover,  these  Federal  policies  are  forcin<x  State  and  localities 
to  cut  i)ack  thoir  mvcstment-type  outlays  as  well,  liv  one  estimate, 
•       ;rovermnent  revenues --weiv  reduced  *^)v  $27  billion 
in  due  to  the  recession. ^Aml  each  1  peiVent  of  excess  unem- 

ployment  will  reduce  State  and  local  revenues  by  an  additional  $6 
billion  this  year. 

In  a  related  matter,  in  Pennsylvania  alone,  unemploymeiit  bene- 
fits are  costm^r more  than  ^1  billLon^a  year.  Just  think  what  we  could 
do  to  stunulate  the  economy  if  we  could  invest  Hiis  i^l  billion  in  pro- 
ductive ]ol)s.  But  because  of  mismaiui^-ement  here  in  Washintrton, 
we  can  t  niake  those  investinehts.    -  ^ 

Now,  I  would  like  to  say  for  the  record  that  because  of  prudent 
mana^rement  by  my  administration  over  the  p^ist  5  years,  Pennsyl- 
varhia  IS  in  ^^ood  fiscal  shape.  We  have  cut  costs,  streamlined  frovein- 
ment  operations,  and,  for  the  fifth  stvai<rht  year,  I  haVe  proposed  a 
budget  \vhich  ix>((Uires  no  in  crease  in  in^cou)*^  sales  or  business  taxes. 

(Jur  Inmd  rating  have  improved  steadily. and  if  the  naNonal 
economy  improves  I  see  no  fiscal  crisis,  oii  our  state's  horizon.  I 
am  proud  of  that  record,  for  I  think  that  my  administration  has 
done  all  that  can  be  reasonably  expected 'to  reduce  costs  and  still 
/teliver  needed  services  to  our  people. 

But  we  still  have  some  very  serious  problems  for  a  heavy  pro- 
duction state,  where  uriempl(rr}ncnt  is  8.5  percent*  in  Pennsylvania, 
and  unemployed  \vo^;kers  are  e\hausti^<r  their  benefits  at  a' rate  of 
nearly  100,000  a  year.  Jloreover,  inflation  and  recession  have  forced 
us  tD  limit  outlays  in  State  pror^rams  to  the  point  where  \vc  are  not 
even  keepinf):  up  with  risin^r  costs. 

Like  other  vStates,  \vc  are  buildincr  few,  if  any,  new  hi<^hways, 
and  little  additional  housins  for  our  citizens.  Our  major  cities  could 
be  rebuilt  throu<jrh  a  major  investment  pro<rram.  but  neither  the 
cities  themselves,  nor  the  States,  have  the  resources  to 'do  the  job. 
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My  proposed. State  bu(l«^et  for  the  next  year  eontained -jui  overall 
spendin«^  inerease  of  less  tliaiii  4  percent,  half  of  tlie  I'atu  of  increase 
in  the  cost  of  livin«^. 

Like  other  States  iind  localities,  we  cannot,  spend  more  tlian  our 
revenues.  When  the  national  economy  n;oes  flat,  we  cannot  increase 
our  investment  outlays  to  help  put  it  back  on  course.  *b 

The  Hnuxphrey-Hawkius  bill  addresses  these  problems  by  requir- 
ing]: the  President  to  prepare  a  countercyclical  employnient  pro<jram 
and  to  (;;onsidcr  stand-by  public  works  protrranus  and  an  antireces- 
sionary •^rant  program  to  States  and  localities. 

I  >vant  to  voice  my  strong?  support  for  this  aspect  of  the  pro^jram, 
but  I  also  want 'to  point  to  tbree  other  areas  which  should  be 
examined  as'  part  of  any  pro<ruxm  to  enliance  the  viability  of  oup' 
States  and  cities,         <»     .  - 

Althou<rh  I  will  not  ilis<uiss  them  in  detail,  I  think  that  programs 
should  be-adopted  for  the  followin<j: :  Assure  continueil  nccel>9  of  • 
States  ami  localities  io  the  money  uuirkj^^ts       reasonable  rates;  re- 
form our  welfare  system  by  federalizing  it :  inid,  refinance  educa- 
tion so  as  t^)  eliminate  the  property  tax  burden  for  education." 

T  think  these  pronri-juns  are  essential  for  any  protjram  of  Ion*?-' 
ran<je  economic  prot^ress  in  this'  nation.  Jobs  which  could  be  created 
thron«rh  these -iirotzrams  need  not  be  make-work  jobs.  We  have  more 
than  enou<rh  productive  work  to  keep  millions  of  people  occupied? 
'for  years  building  up  the  intrastructure  ;nul  improvin;L^  the  quality 
of  life  in  this  Xation. 

That  certainly  more  equitable  than  confinine:  these  people  to 
unempIpynuMit  and  welfare  protrrams.  And,  in  the  lon<?  run.  public 
sector  investments  which  employ  these  peo])le  will  pay  larn:e  returjis 
by  increasin^j  the  productive  capacity  of  the  nation'  and  reducing]: 
social  costs.' 

T  Siiy  let  1070  be  the  year  in  whirli  we  nuike  firm  onr  commitment 
to  put  America  back  to  work.  IjCt  it  be  the  vear  in  which  \ve  re- 
solve to  be^in'bnildin*^  a  better  nation  for  our  children. 

And  let  it  be  the  vjear  in  which  we  draw  the  line  unmistakably 
between  the  errors  and  mismana*;ement  of  the  present  and  the 
i  potential  of  the  f  \iture.  '  «  , 

'  Prompt  passatje  of  the  Humphrey-Hawkins  Full  Employment 
Act  will  etch  that  line  indelibly  and  let  us  be^rin  moviufr  forward 
;t«:rain:  Y,  / 

Air.  C^a^irman,  T  wis|/  to  tl^iauk  you  for  this  opjiprtnhity  to  testify 
ry?id  IfAtill  certainly  be  ;.'lad  toai>^wer  any  of  your  qtiestions.  ' 
Mr.  DAXf-KT^s.  Governor  Shaj)p.  on  -bejialf  of  the  committee  I 
want  to  e^xpress  our  thanfrs  for  your  fine  comprehensive  statement 
Jn  refererJce  tp  this  important  bill,  H.U.  50. 

'\  Governor-',  ves{(^rday  wo  heard  testimony  fi-om,  the  Federal  Re-' 
serve  Board  (^veriior..  Charles  l^irtec.  who  slid  we  should  not 
establish  specific  numerical  ;:oa]s  because,  to  establish  it^  definitive 
<;oal  would  also  require  responsibility  for  attainin<;  such  a  i^oal.  Do 
you  ao;ree  witli  that  statement,  and  if  not.  what  would  you  recom- 
mend ?  '  V  . ' , 
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^  Governor  SjiArr.  I  dofinitely  do  not  n^rroe..^  think,  ay  we  start  our 

•  third  century  our  forofathors  would  probahly  bo  turnin<rover  in  their 
^^ravos  if  tlun-  thoiinrht,  we  wouhl  be  adopting  any  kind  of  policy 
tpt  precluded  a  large  number  of  , our  citizens  from  beneiitin^  in 
the  American  system.  Yet  that  is  exactly  what  tluit  policv  would  do. 

In  the  first  placed  think  that  fiscal  an'd  mouetarv  policy  has  to 
be  changed  m  this  country  so  that  it  is  used  to  stiniuhitc  t)ic  econ- 
omy and,  as  I  poi^txjd  out  in  my  text,  this  can  be  done. 

I  think  that  the  Federal  Reserve  has  been  greatly  responsible  for 
the  problems  we  have  had  witlv  liigh  unemployment,  in  this.  Nation 
and  the  (Continual  stagnation  of  our  economy!  In  November  1*^55, 
using  the  excuse  Uiat  they,  wanted  to  stop  the  flow  of  money  from' 
^  the  Lniten  States'Vo- Europe  because  they  had  higher  interest  rates 
over  there.  The  Ftfleftil  Kcserve  l^oard  tightene^ifhe  m»ney  supply 
and  raised  the  red^c^uVtt  rates.  ,      •     ,   '  • 

They  set  .off  the  {fl-Psent  wave  of  inflation- with  thlit  act,  and  Uave 
compounded  tlie  error  four  times  since  then.  They  have  done  the  same 
thing.,  every  time  trWng  to  control  inflation.  And  these  very  acts 
create  the  inflation  and  have  created  the  lii<^h  uneinpl(,)vmen^  * 

So,  I  think  their  policies  are  clearly  out  ofstep 'witli  what  is 
necessary; ^\nd  what  they  have  just  adVocatM  as  a  principle  I  think 
isont  of  step  with  A^inerican  ti-adition.  '      .  p'      v  - 

Mr.  DANiiir.s.  Goveriior  Partee  also  testified  thatMf  the  Federal 
public  employment  programs  paid  the  prevailing  wage  as  defined 
by  the  Da\-is-Bacon  'Ag,t;  or  tlifc  Federal  niii^imum  wage,  or  the  State 
and  local  mmiinum  wajre,  or  the  prevailing  wage  in  State  and  loc^al 
^government,^'niilt  people  working  in  the  private  sector  would  be 
Hiticed  to  leave  their  positions  in  the  privale  sector^n  search  for 
'  higher  paying  jobs  in  the,^communitv.  ■ 

AVhat  are  your  thoughts  on  this  snbiect? 

Governor  Sfuwv.  J^irst  #f  all,  I  nc^-er  considered  it  a  bad  principle 
in  this  country  for  a  pei^son  wo?|[ing  for  one  salary  to  try  to  find  a 
better  job  whereyhe  CQjild  inake  m6re  money. 

.AVhen  I  was  rnnnmg  my  own  business  I  consistently  iouiid  it 
profitilble  ff)r  .our  company  to  keep  oti^i^trained  people' by  making 
eiirc  they  hacT  adeqnalS^  compensation.  And  so  I  doirt  tHinlc  what 

•  they  talking  about  would  happen  because  I  believe  many  of  the 
people  whcf  are  looking  for  work  at  the  present  time  and  need 
training  would  go  into  the  job  markets  that  are  created  bv  this  bill 
and  those  who  have  better  training  and  have  greater  desires  woulc} 
(jertaiajy  seek  other  jobs. 

Some  of  thdse  who  are  in  private  employment,  if  they  ar^  making 
Jow  Tvages,  would  seek  to  find  jobs  that  would  be  paving  more 
money,  I  sec  nothing  wrong  with  that.  I.think  thatiis  something  that 
gtoes  on  all  the  time.  ,  '  • 

To  use  that  as  an  excuse  for  not  stimulating  tlic  economy  begs 
^the  issue  because  what  it  says  is  we  don't  wan^  full  employment  so 
we  can  keep  the  wages  low.  I  think  that  is  exactly  the  opposite  of 
the  approach  we  should  be  taking  in  tliis  country. 

Mr.  DAxrEi^s.  Thank  you  for  that  answer. 

'  V 

■  ■  ■  . 
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Do  you  think  the  ^oals  of  full  ehiployment  oiid  price  stability  are 
attainable  simultaneously^  .  ;  ;  ,    .  .  , 

.  Go'\^ernor  Siiapp.  Yes',  I  do.  1  think  full  employment  is  an  essen- 
4ial  iuf^redient- of  our  economic  policy.  I  believe  that  price  stability 
•  will  come  about  throu^rh  .several  factoids.  First,  what  I  indicated 
before,  if  the  Federal  Keserve'  will  maintain  low  interest  rates  and 
also  an  adequate  money  su])ply  they  won't  be  foreino;  Inisinrsse.s  to 
raise  |n*ices  because  they  have  to''])av  more  to  <rct  nu)iu\v. 

This  is  pne  policy  that  could  be  followed.  T  just  don't  think  neces- 
sarily full  employment  ami  price  stal)ilit/*re  incompatible.  1  think 
aVc  should  be  able  to  maintaii^Jbotjji.  \  j 

Mr.  Daniicj^.  The  previqji^  wjtuess,  Profe^or  Hall  of  MIT,  .and 
*a  witness  yesterday  iudicaTB^ir^that  while  .tlie^^oal  of  full  employ- 
nient^  as  specifie^in  this/biUf  Avould'  heo  iichieved  buf»  pn  the  other 
hand,*it  could  not  be  sustaiiie|[T|^r3>ii"nitained  fov  a  long  period  of 
time.  '  .    '  .  i^ji?^^  \       •  ' 

What  is  you  p. view  on  that?  ; 
Governor  Suapp. -A^rain^  I  will  ' 
a  jnoment  a<ro..'If  this  Nation  were 
wK^'  we  couldn't  sushiin  full  eniployija^ 
as  we  are  y^t  war.  .  '  .  •  '  , 

We  ar^i^:.;?v'^4?r;  but  it  is  an  internal  Wf- 
wat*.  to  make  sure  tli.e^ 
reiver  to  our  people.  Oi 
Jtyichides  the  opportii 
ibitv  to  j^et  propor> 
l^d  traininj?  to  wo^i'l 


Ito  a  thesis  I'expounded  ^.^ 
re  woid(i  be  no  reason  v 
country  for  as  long  / 


have  an 
what  it  sh? 
to  a  full 
includes  the 
to  Vi.se  the  edufi 
family. 

:\j\d  SO;  I  tlr« 
mi. and  recog^ 
is  just^iis  impof 
people  can  en  jo 
we  are  wealsj^ii\|!i.t 


external^  war.  We 
jSrystemSdelivci-s. 
oj^l^iVtunity 
'  icStionf  it 
l^e  al)le 
^ort  of 

cTof ■  frro: 
L|^;6rnal^y. 


^Lve  t«  carry  trtl^  . 
i^Wioiial  •  SecuKil^'  -ihis 
S^exten^       Unit's?  we  tjke' 

and  look  f6r\^rd  to  a^^^^^j^ 
!»cV:  mtj!?rhf  1  structure  .oflPour  ^'-^iji^^^^f^.      ,  - . , 
We        dQ^,tf6s^lt}^3?  "^^'^^  car\  .slii^u;Tat('/^^ 
keep  our  peoRic ibu^^^^^^^  jiigt  Vl^iiiWiy^'  p?nV  W;4i>s,;i^ 

else,  iusfe  -teai-irig  *(fe^vn  'tJ.ie  :.^hims  apd/pjiitf  mg  up'.ii^v  :lAifrltliin'i& 
;  And  St  is  a  paviivis:  iVrcijio^iWn  because  ovei'  tliLv^H^ii  i^ 
%.i^tfftt  basis,  yoii  :WiU.*^t  y<>Hi^^JJOii(^>-  hiuil^'yn  itn^fon|ft<>sH 

:  Yoii .  will  l>e  p%Mg;r^ork0's  then  cofllec'ting:  tiix^i  fi^to  theui.  They 
r:i^;iJl  go  otr  uneinpiov^^^^^^^^  welfifre.  As  an  example 

V^iavc  a  prograin.  hefe  just establishment 
vlfejf  a3?ailTrust;5^imd.  '  .   ^  ,  -         ^   ■   ' "  '  .  .  ^ 

Fhblclatc?  J*^*presenfe\is  it  c^v  l)e  modified  for  the 

^rOj^st^au;  inHKn.on.-  |ri%r.  this  prograili.  we  (-oillhVreiiabilitUte  all  tlie 
n        <iQtyifi>  nm(leriri7^-t]u/ni  wij.th'fteA\*^         ol^'t'trjrfy  the 
>ih'Ml:^^iffew  vards.  ^u^\y  ::Bigiia+iii<^;jeqvivginelit<,^ 


Jlni\?^lfljijfS&fjJew  cjjissiticatioii 
K)U*  worBi^'or  ^j.*>))iniorK 


:^ii*^.We.mi1d;^  people  to'^-ork  Sojv  G\\yaf^  TheS^" 

t>:\*S«^4d'vl5e.^n  instead,  of :^*a wing  Anejn'p% 

ie  yciJAT  )rGvenue'3 '  oti  tifc  oddg^t 


S(]rtion'or"  weFfare  so  that  you  inc^ 


*^S|de  and  ypa  reduce  yourj^operatinj 


1, 


Tlu'iywitli  ii  smtill  suirhaiMro  on  s,  ff(-ifTi|j|^l.  ,,n)..nd  4  to  ;V 
prnvnt'  OvtM-;,,  20-  or  ;!()-yfi,r  poviocl.  you  i^WMny  for  tl.e  whole 
nul  iiuxJ.".'iii/.!ition.im)-,'nim  Mu.  .sam,.  as  you  JiMor  the  Iiitorstiite 
Hi^^hwav  .syst.-in  th.'i.u-li  tht-  Hijrhwsiv  Tvust0§n(l 

\on  \Vony  -ft  n  new  inodtM'ii  rail  systvm.,>|«Vt>  lower  inflation  . 
.  ■i);.,caa<e.you  cut  down  the  cost  t)f  shippin-r.  Frcij^ht.  rates,  at  the  " 
l)rcs(*t.t  tinu".  an,  .r„i„^,  to  <,'o  up  n^iaVhe  40  percent  in  the  next  tl  vears 
W'^!ius(M)^W  (lihfcpidated  ,sliitpe«f  the  railr()ads. 

With  a/profrrAtn  like  thii.von  niake  money.  It  is  an  investment 
pro^rani  that  an.V  Irt.siness  Wult^entertain.  This  is  the  tvpe  of  tiling 
we  shonid  he  doni-  ni  ^his  vbnntry.  Yon  put  people  to  work  improv- 
ing'the  i^trastrnctiire  q-f  this  Nation:  • 

That  ^ay.  yon  incifase  pi'odnctivity,  'control  intlatioir  and  create 
Jol)S  aiunni^  e  a^ietter  nation.  ■        '  : 

•Mr.  I).\\ii.:Ls.-*»An(l  .siniihu'  proo:rams,cftul(l  he  provided  iir  the  area 
ol  transpfiithtion  and  housin;:  as.  well.  ;    ■  ■  '  ' 

(Jov.w-mu-  SFmM-.^Vl,solntt;ly:  Yon  eouhl  just  take  vour  honsin- 
proi^rirtiis  .tor  all  yonr  cities  and  in  vonr 'nirar  areas  as  well,  bv' the 
way.  hecan.se  some  of  ^he  most  delapidated  houSin.^  is  in  the  Vui'al  ' 
areas  of  .Vine  ru-:^  .       '  ,  .  - 

Yon^:iWl,!  ti,la,,«,  this.luuisin^v  vither  thron<rh  a  public  basis 
)y  inrnwhiilt'  ,the^  njoney- to  pri\^ite  enterprise  under  stipulated':/  , 
teniis  and  put  ui)  new  h()^^^•inf^  witli^mort;riij.ros  of  05  ro  ;jy  vekrs  & 

You  \v^onkr^nt  niillt(5fis  of  pe.ople' tWork  and  have  a  btttter       ion  .» 
a lie.se  im)<ri'an^s  c*81  for  a  national  iflw.stments  policv  and  I  tHjnk  * 
nnslnistoiroalpn<xwfthnlveprt>siMitbillj,-i'  '     /  * 

Mr.  D.mtKiji.  g„,.  fnrthef'  (]ne.stion.  Qnveruor.  .Section  1D4  of  tliTs 
■  "''l"."'';^  H^'''  I''-'^'si'>*it  to  shhiHit  to'->Governo>g  of  each  State- 
copies  of,  tlte  jnir  eni,,loymeHt^an(l  bahy)M  -rowtX  I'lan.-.  Wi'thii;*;- 
t>t)  days,  tlie 'Xjovernoj- •  nirty  submit  a  report-  containing  Undines  V 
anrl  reco)ii<jieu(mtio'iis ire-aiilinm'^tlu-  proposed  phni..  Is  this  a  roa-  ^ 
.sonable  t  .»ne  |)e¥lod  tt^-xpecf  yoh  and  th,P,otliei'-iTpverriors.lo  be  able      ' " 
o  assemble  t|ie  reacfejion  of  yon^St^tef;  since  tlu^  biy.  wo^Jd  require  ; 
Jr\     iT''""^  ^^"W'  >oiniuent§,  of  .cki-z.wis  wtithiir  the  : 

Mate  after  tlie,  Jiol(§;iir  of>uibc  hearinjrs?^^^        «  \        ;  •    ■  V/  j^': 

-GoyiTnor^  8H.\riv  Sixty^ila^  wo.dd  be  reasouablp  if  ^-v^  just 
wanted  to  repon  back  imm  a  .State.  But  if,:Von  nfai.+^'tt  to  i^iort  in 
depth  whereby;.yrtn  «ruj|rtTifjo:jfetize^rf  ,partii^'ipation..it^        be  done  , 

.1   .  .>""»",^™"l'lT^vktr  at  least  a  G-oMnth  period  fb -accomplish  -v 

that.  Hut  if  yon  wt re ^to,flS»e nd  me.  as  (Pernor  of  PennsvhTiiiiiM  a 
request  to  fjive  .<-ou  ln^utline  of  what  can  be  done  in  Pennsylvania. 
we  conld  prepaVe  such  a  draft  Jor  von  within  *R0  rfSS;.  oy^linin" 
•  vylmt  our  problem-^ajtQas  iftV  ||Tl;  what  would  be  tM^rst.  W'ond.'- 
third,  fourth  and  fifth  priorilfefiin -ib'rder  to=  .start -inoviae  in  this'  ';>' 
tvpe  of  pi^frram.     "  i..  '  jS''' '  "  - 

r^Mr.  Daxikus.  You  wWTd  thou  recommend  a  iQTiffer.'slfcriod.  of 
time?         -  :  .        .■    -■  . 
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Governor- SiiAPr.  I  would  recommend  a  longer  period  to  do  what 
you  want,  but  do  it  in  two  stops;  keep  your  60  days  for  your  tenta- 
tive pro«;rani  imd  then,  after  you  have  that,,liiive  us  continue  work- 
to  <];et  tlio  program  refined  in  greater  deptlu 

.     Please  don't  get  us  into  an  environmental  impajct  statement  type 
of  operation  or  you  will  nevor  gi»t"this  pi-ogram  off  the  ground. 
Mr,  DANiKii;.  Can  you  suggest  any  other  modifications  or  im- 
provements in  this  bill,  II.R.  50? 

Governor  Siiai>i>.  I  think  this  bill,"  as  you  have  it,  starts  moving 
m  the  right  direction.  As  I  indicated  here,  I  tjrint  have  to  go 
farther  than  this  bill  to  accomplish  the  goal  of  full-employment  on 
a  eontiniioiis  basis.  What  1  would  like  to  see  done  is  tL  change  of 
budgeting  system  of  the  United  'States  so  that  we  have  a  capital 
budgi't  whiMviu  iti^ns  thnt  are  for  long-term  growth  are  segregated 

^  from  the  operating  costs,  just  as  is  done  in  preparation  of  al)usiness 

^  Inulget.  .  ' 

When  youllo  tlus,.then  government  would  amorti/.e  its  investments 
i^ncli  year,  just  like  business  does.  ()l)erati|i<j:  deficits  would  most  likely 
disappear  beeause^  right  now  we  are  mixing  long-term  investments 
wi^Ji  operating  costs, 

Laddressml  the  to])  ollii'ials  of  A.T.  1\,  about  5  or  (>  months  ago, 
aiKUsaid  to  thcm^that  if  A.T.  c*^-  T.  operateiron"  the  same  budgeting 
l)rnieiple.as  the  Vnited  States,  wc  would  still  be /using  crank  tele- 
phones in  this  country  InH^auso  there  is  no  way  you  can  make  a  long- 
Tvvm  investment  in  buililings  ami  equipment  "and  amortize  it  oveiM  o 
year  as  we  are  forced  to  do  so  with  our  prcst^nt  Federal  budget. 

Again,  I  just  refer  all  of  you  back  to  the  speech  bv  John  Kennedy 
at  Yale  in  June  1962,*  in  which  he  came  out  for  this  national  in- 
vestment and  capital  budgeting  proposition,  I  think  it  is  funda- 
mental to  loi)L|j^term  growth  of  this  country. 

Mr.  DAXir/ijs.  GoveiTior.  the  Chair  will  have  to  call  a  brief  recess. 
The  clock  indicates  there  is  a  vote  taking  place  on  the  House  floor 
on  a  very  important  bill  on  military  apprdpriations. 

We  will  go  over  to  respond  to  this  call  and  be  back  promptly,  I 
assure  you,  in  a  few  minutes.  I  am  sorry  for  the  interruption. 

[A  recess  was  taken.]  •  ^ 

Mr.  Dax  if.IjS.  The  subcommittee  will  come  to  order.        >    .  ^V-  -*? 

Governor  Shapp,  in  the  course  of  your  testimonv  yoil  ,mad?4' 
reference  to  a  study  that  you  caused  to  be  made '^regarding  the 
railroad's.  . .   i  « 

Governor  Siiapp.  Yes. 

Mr.  Daxiels.  Do  you  liave  a  copy  of, that  which  vou  could  leave 
with  the  committee  that  we  might  incorporate  in  the  record?  ' 

Governor  Shapp.  I  willybe  very  glad  to  submit  this  copy. 

Mr.  Daxtki.s.  I  appreciate  having  this.  May  I  ask  unanimous, 
consent  that  the  study  pertaining  to  the  railroads  prepared  for\ 
Governor  Shapp  be  made  a  part  of  the  record.  '  . 

[The  document  referred  to  follows :]  -Y'-^f  "  \ 
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Unattractive  Return  On  Railroad  Investment 

Maintenance  Of  Way  Expenditures  HavpShoWn  An 
^  Uneven  Pattern.  Barely  Keeping  Up  With  In- 
reased  Railroad  Output 


Railroad  Capital  Spending  ForRoadwway  And  Struc- 
^      tur^^HaB  rallen  Behind  Price  Rises  And  In- 
;;.^re'asing  Railroad  Output 

-      ■       ■  ^• 

Tie-Replacement  On  MostOfThe  Nation's  R^'ilroads  ' 
Not  Fulfilled  Needs'^  -j 

■         r      ^  ,  ^-  ■ 

Cross  Tie  Replacement  Fails  To,K«e^  Pace  With 
.  '  Normalized  Requirement"^ ^     ■•■     '        '  ^ 

'       r  \  .      ..  * 

Eastern  District  And  Western  District  Railroads  '^A^r; 
Share  In  Tie  Deficit  '  sjv 

■rUnder-Replacemerrt  Of  Rail  Has  B«en  Nationwide 

All  Districts  Share  In  Rail  Deficit       .  .  " 

'NumberOfTrain  AccidentsHasRisen  AndMore  Are  " 
Caused  By  Maintenance  Of  Way  Deficiencies 

Cost  Of  Train  Accidents  Is  Up  And  A  Larger  Share  ; 
Results  Frorp  Maintenance  Of  Way  peficiencies  a 

Loss  And  Damage  tL' Freight  Contents  Has  In-  j 
creased  And  A. Greater  Share  Is  Caused  By  be- ; 
fective  Units  And  Train  Accidents  l 

Southern  District  Leads  In  Accidents 

Many  Large  Clq.ss  I  Rajlroads  Have  Highe^r  Accident  , 
Rates  Thaii  Penn  Central  ' 

Equipment^Arid  Facilities  Rents  EatUp  An  Increas- 
ing Proportion  0/ Operating  IjleVenue  ■  ^ 

The  Growing  Freight  Car  Shortage 

SeasonAl;^reight  Car  Shortage 


THE  RAIL  TRUST  FUND:  A  NEW  FUTURE  FOR 
AMERICANS  RAILROADS 


The  nation's  railroads  are  an  irreplaceable  public  asset. 
.For  more  thair  a  century  they  have  been  the  backbone  of 
America's  economy,  and  now,  more  than  ever,  they  are 
essenCial  for  cpn^inued  growth  and  prosperity^ 

Ironically,  while  we  have  lavished  public  support  on  the 
restof(jurnation'stransportation  system,  thrdugh  Federal  and 
state  aid  for  highway,  wa^r  and  air  transportation^  we  have  all 
but  ignored  the  railraads.,^ 

Actually-and  surprisingly  in  view  of  the  need-the 
transportation  legislation  1^k^i  has  been  passed  by  Congress, 
and  most  decisions  rendered  by  the  Interstate  Commerce 
Commission  have  been  directed  toward  reducing  rail  service  in 
the  nation  rather  than  increasing  ahd  improving  it. 

As  . A  result,  our  nation's  rail  system  is  far  from  healthy. 
Neglect  has  been  the  rule  rather  than  the  exception,  not  just 
ar^oiig  bankrupt  eastern  railroads  but  across  the  nation. 
Deteriorating  track,  a  chronic  car  shortage,  and  poor  service 
have  generated  millions  of  dollars  in  unnecessary  costs  for 
America's  shippers—and  ultimately-for  the  cipnsumer  as  \yell. 
^This  is  a  hi^^en,  but  none-the-less  ir^portant,  factor  in  creating 
inflation  in  America  since  the  cost  of  transportation  is  a  major 
part  of  the  total  cost  of  producing  g^oods. 

And  the  rail  industry  itself-onc^  a  giantcf  profitability- 
is  now  characterized  by  high  costs.-  low  earnings  and 
bankruptcy  or  near  bankruptcy  of  some  of  its  major  companies. 

America's  railroads  are  at  a  crossroads:  either  a  means 
must  be  found  to  revitalize  them  or  the  nation  will  be  forced  into 
^ a  program  of  massive  public  subsidy  or  even  outright  public 
^•ownership.  Neither  alternative  is  attractive. 

The  Rail  Trust  Fund  is  a  proposal  to  o^>ercome^ this 
neglect,  to  modernize  and  equip  railroads  to  furnish  the  high 
.  quality  of  service  the  public  requires. 

The.  Rail  Trust  Fund  is  not  a  proposal  to  nationalize 
railroads.  It  is  not'a  government  takeover. 

The  Rail  Trust  Fund  is  not  a  device  to  restructure. merge 
br splinter  existing  railroads. 

}i  is  not  a  subsidy  program  for  railroads. 
Rather,  the  Rail  Trust  Fi^nd  would  be. a  government- 
sponsored,  self->iquidating  investment  program  which  would 
enable  privately-owned  railroads  t6  obtain  sufficient  funds  to 
jnodernize  and  expand  all  of  their  facilities  i^  order  ta better 
serve  the  public.  * 
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It  provides,  the  means  of  chanixpiing  about" $12.9  billion  i 
,  into  track  and^yard  improlgements,  electrification.and  rolling 
stock  purchases  over  a  sik  year  period.  Repayment  will  come 
from  a  five.petcent  surcharge  on  rail/freight  revenues  (taking 
half  of  thefecently-approved  tetnporary  ICC  rate  increase).  The 
512,9  billion  wijl  be  capjtallzed  ind  financed  over  3D  years  so 
th^t  the  improvements  can  be  completed  in  a  matter  of  years- 
not  decades;  '  ^  * 

\  ,^Most  of  the  grants  from  the  Trust  Fund  Will  be  made  to 
railroads  In  proportion  to  the,  amount  of  the  surcharge  they 
collect,  E^h  railroad  can^  spend  its  grants  on  deferred 
maintenance  as  well  as  approved  modernization  projects,  such 
as  track,  electrification,  yard  and  terminal  improvements 
These  will  be  abased  on  the  railroad's  own  needs  and  priorities, 
-Tl>e  Fund  will  also  provide  a  source  of  low-interestloans 
for  purchase  of  new  and  rebuilt  rolling  stockTor  both  railroads 
and  their  jointly-owned  car  pooling  compares. 

.  In  many  vjjays  the  Rail  Trust  Funcf  builds  on  the 
undeniable-  success  of  the  Highway  Trust  Fund.  Like  the 
Highway  Trust  Fund,  it  provides  a  long-tenn  commitment  to 
invest  inta  vital  segment  of  the  transportation  system  It 
provides  a  sure^source  of  funds,  just'as  the  gasoline  tax  does  for 
highways.  And  liKe  t^e  Highway  Trust  Fund  those  who  benefit- 
the  users-pay  the  costs. 

Just  as  the  Highway  Trust  Fund'from  a  small  beginning 
forged  a  modern,  high-speed  rOad  network  Spanning  the- 
continent  and  reaching  previously  isolatkl  communities  the  - 
Rail  Trust  Fund  c^n  provide  the  impetus  for  a  modem  rail 
network  to  ^  speed  the  mbvement  of  goods  and  passengers 
throu-ghout  all  of  ihe  United  States, 

The  potential  benefits  of  the  Rail  Trust  Fund  are 
enormous.  For  shippers,  improved  rail  service  using  high- 
speed main  Imes  and  modem  yards  and  terminals  will  mean 
lower  costs.  Railroads  can  achieve  renewed  profitability  by  ^ 
a^ttracting  more  business  and  handling  iUessexpehsively  And 
•  the  pubhc  can  be  assured  of  a  tmly  balanced  transportation 
system  to  carry  us  into  the  2lst  century,' 
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TRUST  FUND  AT  A  GLANCE 

What  Svill  the  Trust  Fund  do? 

It  will  make  $12-$13  biUion  of  grants  to  the  nafion's  " 
railroads  for  improvemen'ts  in  track,  yards  and  other  facilities 
over  a  siir-year  period.  \  v 

Where  will  the  money  come  trot^^ 

.■    .  ■     .  '  *J  '    •  -■        ■ '  '  ■ 

>;  All  railroads  would  collect  and  pay  into  the  Fund  a  five 

•percent  surchai-ge  on  freight  reveiiues,  Thus,  like  the  Highway 

Trust  Fund,  users  pay.  The  general  public  doesn't.  In  turn,  the 

surcharge   will    tfe  used   to   pay   off  government-backed' 

obligations  financed  over  30  years. 

Are  a41  railroads  eligible  for  Trust  Fund  grants? 

•Yes.  Airrailroads  would  be  entitled  to  TrustFun^  grants 
for  rehabilitation  and  modernization  projects  in  proportion  to 
tl]^eir  surcharge  collections, 

How  would;the  money  be. spent?  ^ 

1. According  to  the  railroad's'  priorities.  Our  estimates 
suggest  the  foUowing  needs:  "  -  f 


Rehabilitation  of  Road  and  Track' 
Electrification 

Modernization  and  Expansion  of 
Roadway  and  Structures 

Modernization  of  Yards  - 

TOTAL 


$6.9  bilUoR 
>  3.2  billion 

1.9  billion 
*.  0^,9  billion 
'     $12,9  billion^ 


What. about  the'  car  shortages?      ,  ^    ;  =3 

A  $1  billioi)  revolving  loan  fund  would  be  created  in  the 
first  two  y^ajTS  to  finance  rolling  stock  purchases'to  help  eise 
these  shortages.  The  basic'surcharge  will  be  sufficien^to  create " 
'this  fund  also.  .  ^ 
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RAIL  TRUST  FUND  IS  A  GOOD  REMEDY  FOR  INFLATION. 
FOR  THE  ECONOMY  AND  FOR  INCREASING 
EMPLOYMENT 

The  Rail  Trust  Kund--a  proKrani  of  prudent  investment- 
•is  a  good  prescription  for  the  economic  ills  of  double-di^it 
,  inflation. 

Railroads  are  so  basic  to  the  nation's  economy  that  the 
economy  cannot  prosper  while  the  railroad  industry  is  ill.  Hu^e 
unnecessary  costs  have  been  added  to  -  the  nation's 
transportation  bill  because  of  poor  track,  archaic  yards  and 
ternunals.  and  poor  utilization  of  freight  cars:  TheS€r costs  can 
be  reduced  drastically  by  increasinic  investments  in  the 
railroads. 

■  Capital  made  available  through  the  Rail  Trust  Fund  will 
allow  clearini:  the  maintenance  deficit-,  riiodernizing yards  and 
terminals,  and  rebuildinic  roadway.  Klectritication  will  allow 
siLrnificant  operatin<:  economies  and  encourat^e  §haring  of 
facilities-;ind  costs-by  freiicht  and  hi^h-speed  passenger 
sei-\'ice.  The  Rollim;  Stock  HevolvinLj  Fund  will  provide 
financing  for  roIIinLC  stock  and  motive  power  purchases. 

Lower  operating  costs  to  the  railroads  will  be  one  result  of 
this  program.  A  sec{)nd  result  will  be  increased  reliability 
w>hich  will  allow^'shippers  to  p'lan.their  output  more  efficiently 
and  to  cut  back  on  inventories-and  thvxr  carrying  costs. 

All  of  these  factors  wil!  work  to  slow  the  tendency  to 
rising  prices  in  the  economy. 

Nor  will  Trust  Fund  expenditures  themselves  be 
inflationary.  Compared  with  gross  private  sector  in vastment  of 
more  than  S200  billion  annually  and  a  Federal  budget  of  S3od" 
billion  a  year.  Trust  Fj.ind  outlays  are  inde'ed  small. The  S880 
million  called  for  m  the  first  year  of  the  program  is  only  0.4 
percent  of  pnvxite  inv'estnient  m  the  nation. 
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WHYATRU^TFUND?  * 

The  railroad  industry  needs  more  capital  than  it  can  raise  [         .  * 

either  internally  or  in  today's' mone^^matkijie.  Projects  of 
unquestioned  f  in^oiial  bene/it-^-electrlf  jj^atibn  of  heavily -used 
routes,  modernization  ot  yard^-aiid  j^rni^als,. acquisition  ©f  *  V  ^* 

new  and  dependable  relUng  stbck->R^  regulikt^  postponed  by  .     V . 

railroad'managenientsbecavVe  of  their  limited  ability  to  raise  ^ 
the  necessary  capital.    .    y  .  v         ^  , 

Low  Rate  of  Return    ^  •  ^  ^  * 

Amongthe  reasons  forthiif state  otaffalrsisthelowrate 
of  return  on  ^vestmehts  ii^Tailroads.  Since  1957,  for  example, 
the  rate  of  return&n  capital  invested  in  railxoads  has  been 
consistently  belo^|[^the  *'no'  risk"  average  return  on  U,S, 
Government  bonds  (Figure  1).  ^  . 

.r>  .  . '  *  ■ 

FIGURE  1  ^ 

UNATTRACXrVB  RETURit  ON  RAILROAD  INVESTMENT 


o 

1950  1999  I9«0  1969  '1970  1973 

Source:  AAR;  1973  U,S,  Statistical  Abstract 
,4  The  rate  of  return  on  net  investment  in  Class  I  Railroads  feU 
below  the  rate  on  U,S,  Qovermnent  bonds  in  1957  and  has 
continued  lower  Uian  this  "no  risk"  rate  ever  since,  thits 
proving  unattractive  to  investors.  This  has  slowedthe  flow  of 
new  capital  into  railroads.  ^ 
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No  industry  can  keep  pace  \yith  a  developing  econoniy  if  it 
does  not  or  cannot  make  the  capiti^l  investments  required  foi' 
replacement  and  modernization  and  expansion.  Failure  to 
replace^  plant  and  equipment  as  they  wear  out  has  produced 
skyrocketing  costs  in  the  railroad  industry.  Thesd  costs  ^re 
bein^g  paid  by  railroads,  ^hippers^and  consumers.  At  the  same^ 
time,  the'  absence  of  investments. in  expanding  facilities  has 
been  a  severe  limit  on  g^wth  in  tke  industry.  ^ 

While  there  are  disagreements  about  why  railroads  are  in 
this  predicament,  there  is  wide  agreeimdnt  that  railroads  are 
capital  starved  ^hen  compared  with  the  work  they  do  jfor  the 
nation.  '  '     •       i  .  ^ 

XiOw  Maintenance  and  Capital  Spending 

^  ■  ■     '  '       .  t  :  : 

This  is  amply  demonstrated  by  the  declinfe;in  railroad 
outlays  for  maintenance  of  way  and  capital  eixpenditures  per 
unit  of  railrpad  work  (tl)€>grpss  ton  mile),  >' 

-As    Fig^ure    ?    ii^dicates,   railrpad   expenditures  on 
'  /^aintenance  of, way  and  structures  per  gl:oss»fon  mile  have. 

-dQclined  throughout  most  bf  the  fifties  and  sixties.  Only  in 
*  tec^nt  years  hav&  carriers  begun  annual  maintenance  efforts 
^  approximating  needs.  Yet  the  two  decides  of  neglept  are  not 
bcHngoveijCome,  and  we 'are  actually  falling^  further  behinjl  the 
need.     ^  V  *     •     /  ,  ^  '  ' 

Nor  duSng  this  period  is  it  proper  lo  assume  that 
railroads  becaipe  more  dapital  intensive  and  therefore  more 
productive  so  t^iat  less  annual  maintenance  ^vestment  was 
^  required,       ^  '        '  . 

Capital  expenditures  forroadway  aiid  structures  have  h'^ft 
kept  pace  with  price  rises  and  increases  in  railroad  output. 
While  gross  expenditures  hive  Increased  rather  steadily,  from 
$286  million  in  1950  tb  $449  million  last  year.  Figure  3  shows 
thallafter  inflation  and  a  rise  in  railrcfad  grSSe  ton  miles  are 
•accounted  for.  the  1973  outlay  is  only  60  percer^  bf  that  in  1950. 

While  it  is  true  that  tpn  miles  have 'increased  over-this 
period',  many  of  *  the  costs  of .  moving  freight  have  risen 
-  spectacularly  and  service^as  often  been  reduced.  In  addition, 
railroads  have  lost  their  ability  to  compete  for  high  value 
shipments  where  speed  and  reliability  of  delivery  are 
important. 

That  railroads  have  continued  to  operate  as  well  as  they 
have  under  these  circumstances  can  b6  explained  less  in  terms 
of  economics  than  by  tradition,^ determination  and  ingenuity  of 
railroaders  themselves. 


/ 
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•   '    RAVB  SHOW|4  AN  OTnjTVKN  PATTERN,  ^  ' 
BARELT  KBKPmolprP  WITH  INCREASEEIl 
t  ,   RAILBdiJJt)  OUTPUT.  • 
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1950  ^  1933  I960  1963  1970  1973 
Source:  AAR  ,  '  , 


ICaintenancsd  of  way  ezpenditureB  by  the  nation  *8  railioads 
have  inoreased  steadily  in  the  1950-1973  period,  But  they  have 
not  always' kept  pace  with^  gnrowth  in  railroad  ou^ut 
iialatenance  of  way  per  gnosis  ton  mile  dipped  after  1954  and 
-did  not  regain  itai  fonner  level  tmtil  r971i  This  is  one 
*  Indlcatidn  of  the  extent  of  the  railroad  maintenance  deficit 
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aoooimtod  for.  tb^^tmid  la  downwazd.  Spendiiig.fiii  Ifi58  v 
dollars)  fall  from  .085  oents  per'^ba  ton  mile  in  1900 to  XAi  '■' 
cants  in  1973,  "        .  c 
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The  reasons  for  spending  less  for  necessary  upkeep  are 
fairly  simple.  As  mosjt  people  involved  with  railroads  )aiow, 
railroad  accounting  me^thods  adopted  by  the  ICC  treat  the 
installation  of  ties  with  ajdd-yeariife  and  rail  withaeO-y^arlife 
as  a  current  expense  ,ra^er  than  as  a  capital  investment.  By 
contrast,  ufader  generally  accepted  ^counting  ptoc^Miuresja 
business  "would  depreciate  the  value  o  assets  over  tHeir 

.useful  life.  ,r      V  * 


TIE  REPDACEMKNt  ON  MOSl^  OF  THE  NATION'S 
itAILROADS  HjlUS  NOT  TVUPtLLBD  NEEDS 


AVERAGE  jViE  RENEWAL  1968-1972 

AVERAGE   TIE  REPLAcjIeMENT 
GREATER  THAN  NEEDS 


KANSAS  CitY  SOUTHERN 
MISSOURI  PACIFIC 
NORTHWESTERN  PACIFIC 

ST'Logis  southwestern:  . 
-TEKAT^WCinC — :~ '  • — ' 

AKRON,  CANTON  a  Y0UN6ST0WN 
CHICAGO  a  EASTERN  lUlNOlS 
.  RICHMOND,  FR£DERICKSBU){6  a 
POTOMAC 

Florida' EAST  coast 

NORFOLK  SOUTHERN 
■  SEABOARD  COAST  LINE 
SOUTHERN  SYSTEM 


AVERAGE  Tl^'  REPiIaCEMENT 
LESS  THAfJ   NEEDS  ^ 


20  WESTERN   DISTRICT  R  R'S 


27   EASTERN    DISTRICT  RR'S 


4      SCftjTHEflN  DISTRICT  RR'S  , 


^8ou^)e:  CalcuUl^d  from  AAH  ^ata. 


Assuihing  a  35-year-tie  life,  only  12  of  the  nation*s  Class  I 
railroads  met  axmual  replacement  requirements  ia  the  1968- 
1972  period.  A  normalized  mftinten^nce  schedule  would  have 
suggested  replacing*  at  least  14.3  percent  of  ties  in  thris  period. 
All  but  12  railroads  replaced  a  smaller  share  of  their  ties. 


The  ICC  procedures  have  obvious  income  advantagesvbut 
have  encouraged  railroads  to^defer  necessary  replacement  of* 
ties  and  rail  in  years  when  business  is'  dawn  ih  order  to  - 
maximize  the  profit  shown  on  financial  statements.  Normal  and  . 
necessat^  maintenanqp  is  deferred  so  thatrailroiadsfetill  appear 
attractive  to  investors. 
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CR06d  TIB  HBPtiACraifENT  FAILS  1 
,  KBQXJIB 


/••^v  SOUTHERN 
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1938  *40 


Sourc«:^"E8timate  of  Deferred  Maintenance  in  Track  h 
(Study  prepared  by  Thomas  K.  Dyer,  Inc.  for  FRA), 


.  New  cross  ties  installed  are  shown  here  as  f 
.    baaed  on  an  average  life  of  34  years  for  tre« 
4         ^  ,     District  railroads  (four  southern  railroads  a 

<  replaced  cross  ties  at  or  above  the  normalize 

.  Cancer  of  Deferred  Maintenance 

This  practice  has  fed  the  cancer  of  deferred  maintenance, 
a  pro^hlem  throughout  the  railroad  industry"  In  recent  years 
only  twelve  of  the  nation's  63  Class'  I  railroads  have  renewed 
railroad  ties  at  a  rate^greater  than  normal  replacement  needs. 
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TOTAL 
.      /  26  RAILROADS 


'60 
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'es 


*70  1972 


-laterials  for  Twenty-five  Railroads." 


,  percent  ot  the  estimated  number  required, 
.ted  ties.tin  recent  years  oply  the  Southern 
re  included  in  the  25*raiIroad  sample)  have 
Ki  replacement  rate. 


Since  1968.  fifty -one  of  the  nation's  Class  I  railroads  have  not 
met  normalized  replacement  needs. 

In  a  recent  study  of  tie  and  rail  replacement  needs  made 
for  the  Federal  Railroad  Administration  by  Thomas  K.  Dyer, 
Inc..  twenfy-five  of  the  .nation's  Class  I'Tailrbads  (representing 
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71%  of  all  Class  r  mileage^  were  analyzed.  Results  of  that  study 
illustrate  that  contrary  to  popular  niyth.  the  nation's  railroads 
were  well-maintoined  during  World  War  II  (Figure  4).  No  t  until 
1949  did  overall  tie  replacement  fall  below  normal  replacement 
needs.  Eyen  ttien,.  Southern  District  railroads  continued  .tie 
renewal  at  or  above  annual  requirements  until  1955. 


■   .  /' 


'REGIONAL  RAIL  REORGANIZATION  ACT  Sf*  1973  WILL 
NOT  SOLVE  RAILROAD  PROBLEMS 

The  Regional  Rail  Reorganiza^on  A^C  of  1973  does  nof 
provide  a  solution  to  the  plight  of  the  presently-bankrupt 
railroads  in  thekNortheas't-Midwesl  Region. 

The  Act  5^ovides  $1  billion  for  Conratl.  half  ofwhich  must 
be  used  for  rehabilitation  and  modernization  ofproperties*  it 
acquires.  An  additiofialS500million  is  provided  for  loans  by  the 
United  States  Railway  Association  for  implementing  the  Act 

By  almost  unanimous  agreement  among  the  railroads? 
governmenVan(i  private  transportatio^  analysts,  this  is  not 
4(nough  money  to  do  the  job.-The  FRA-sporisored  maintenance 
deficit  study  by  Thomas  Dyer.  Inc..  examined  railroads 
representing  86^j3ercent  of  th,e  track  mileage  in  the  District  and 
found, a  mainter^ance  deficit  that  wobld  cost  $2J  billion  to 
.correct.  Expanding  this  to  coV%r  all  Eastern  i;)istrict  Wriers 
raises  the  total  to  $2.4  billion.    *  ?f 

Penn  Central  has  estimated  a  current  deficit  oJ^-^'.$562 
million  forfheir  proposed  15.000  mile  core  system  alone' Ajdd  to 
this  theirestijHa<eofSl56  million  for  maintenance  of  equlplpfir^nt' 
deficiency  and  $565  million  for  needed 'se^ice  improvement 
e^pendiitures  and  the  total  comes  to  $1,283  million. 

Using  these  figuresiythe  First*  National  City  Bank 
analysis  of  the  proposed  Conrail  system  estttmted  it  would 
suffer  a  total  capital  deficiency  pfjublunaer  $2  billionwhich  it 
would  have  to  try  to  raise  in  the  capital  markets.  This  included 
capital-  requii^ements  of  S3  billion  for  acquisition  and  working 
capital  and  new  equipment.  % 

This  estimate  by  Citibank  represents  a  strong  vote  of  no- 
confidence  in  Conrail  by  th&private  financiers  and  effectively 
closes. off  private  capital  as  a  source  of.rehabilitation  and 
ijiodemiz^tiQn  funds.  /  «  ' 
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,Tie  Replacement  Needs 

Thereafter,  deferred  tie  replaceipept  became  a  nationwide 
railroad  malady.  It  is  perhaps  coincidental  that  this  was  one 
year  before  enactment  of  the  Interstate  Highway  System  which 
so  successfully  boosted  truck  competition, 

Nbt  until  thirteen  yearsi  la,ter,  1968,  did  the  Southern 
Distrtct  railroads'^ again  undertake  large  tie  replacement 
programs  which  have  continued  through  tl^e  present  period  and 
have  erased  that  DisVict's  tie  deficit  '  t  - 


.  t^Summary  of  Fir^t  National  City  Bank  Estimate  of  Prpjected  Cagh 
Requirements  and  Authorized  Financing  of  Conrail 
(Millions  of  Dollars) 

>  . 

Cash  Requirements 


Maintenance  of  Way  Deficit  ,   *                ^        $  562 

Maintenance  of  Equipment  Deficit  '       '       "  156 

Service  Improvements  t                             '  535 

New  an^  Kebuilt  RoMinj;  Stock  '  i.olO 

Working  Capital   -      -  ;  3qq 

>      Sub-Total  .  2.593 

•Acquisition  ]  3000 

Total  Requirements        *  l  5.593 

Autltprized  Sources  \_ 

•^ebt                            .    /    ' .  .1.100 

Common  Stock  (for  acquisition)  ,  2^500 

/         Total  Sources  3^600 

Deficit  to  be  financed  from  private  Sector  (1.993) 


Source*  A  ffidav,it  of  John  W.  Imgraham,  First  National  City  Bank,  before  Penn 
Central  Reorganization  Court  June^lO.  1974.  pp,  10.  13. 

There  is  a  second  lesson  in  this  analysis-that  wholesale 
abandonment  of  light  density  branch  lines  will  not  restore  the 
railroads', financial  health,  the  Citibank  estimate  of  capital 
requirements- which  assumed  a  reduction  of  8,{X)0  miles  from 
the  present  trackage-found  a  total  capital  requirement  of  $2.5 
billion--one  billion  more  than  the  total  authorization  under  the 
Regional  Rail  Reorganization  Act'-just  for  roadbed,  facilities, 
equipment  and  working  capital.,  1 

Nor  does  abandonment  provide  the  means  of  raising  this ; 
capital  in  the  private  sector,  sinpe  Penn  Central  has  claimed 
only  a"nctanhuarbenefitof 3|20riiillion"from  abandoning 5,000 
miles!  This  will  have  only  ^trivial  (effect  on  its  profitability  -- 
,  and  hence  on  it^  ability  t(6  raise  money  in  the  private  fina;ice 
markets.  Thus,  even  with  wholesale  abandonment,  th^  Regional 
Bail  Reorganization  Act  does  not  provide  the  capital  to 
revitalize  the  bankrupt  railroads. 
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F^re  5  illustrates  the  results  of  exttapyolating  from  the 
25  rail.road  study  to  all  carriers.  Since  1938.  all  Western  District 
railroads  hrave  fallen  9V3  million  ties  behind  in  meeting  normal 
maintenance  needs  while  all  Eastern  District  railroads,  often 

pioirto  5  y 

.BA8TERN    DISTRICT    ANDr  WB8TERN 
/  DISTRICT  RAILROADS  SHARK  IN  Tte 

DEFICIT 


SHARES  OF  TIE  DEFICIT 
(Cumulotivt  frbrtr  l933N>r972) 


WESTERN 
DISTRICT 


EASTERN 
DISTRICT 


50  91 
Million  of  CroM  Tf«» 

(SQUTHERN  district- 
No  Dtflcif) 


Source:  ''Estimate  bf  Deferred  MaWttKance 
in    Track    Materials   for  Tweii^-five 
Railroads.**  (Study  prepared  by  Thomas  K  ^ 
Dyer.  Inc.  for  FRA).  . 


Fourteen  Eastern  and  seven  Western  District  raUroads 
Included  in  the  25-railroad  sample  have  not  replaced  cross 
ties  at  the  normalized  replacement  rate  for  more  than  20 
years.  When  the  cximulative  deficit  is  Wown-up  to  represent 
aU  railroads  in  each  district  (see  Technical  Appendix) 
Western  raUroads  are  in  need  of  91  million  tics  while  Eastern 
roads  have  a  deficit  of  50  million.  \. 

.  ■      t    ■.  : 
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believed  to  the  most  neglected,  are  50.4  mHIion  ties  behind  ifn 
meeting  -normal  -  replaceigent  requirements.  The  bill  for 
meeting  this  need  was  estimated  at  $3,2 14  million^ationally  of 
whic^  the  Western  District  railroads*  share  is  $1,996  million' and, 
that  of  Eastern  railroads  $1,218  millioi).  . 

Rail  Replacement  Needs  ^  . 

The  rail  deficit  is  similar  according  to  the  same  study.  As 
Figure  e^^hoWflj^l^outhem  District  railroads  have  be^n  more 
aggressiv^Mj^^^g  rep laggment  needs,  but  even  they  haveva  i 
slight  %cqdM9H|4eficit.  Since  the  late,  fifties,  the  nation^ 
rai>roa<I^!fiA^J^JR  100  percent  of  their  j 

4nnu^K  reqi^{:e|p£|ftt^^for  replacement.  In  the  late  sixties 
Southerh  District  raillysads  began  spending  more  to  overcome' 
their  accumulated  deficit. 

If  the  Dyep  study  results  are  extended  to  Ml  railroads,  the 
ra41  deficit  is  indeed  large. 

Measured  in  tons  of  rail  required  to  reaCh  a  normalized 
condition,  by  1972  tjie  Ea^m  District'  was  farthest  behind, 
requiring  2.82. million  y&ns  which  would  cost  an  estimated 
$1,405  million  (Figure  7).  Westeyn  District  railroads  which  have 
a  smaller  deficit  would  still  need  about  2.09  million  tons  of  rail 
at  a  ciwrent  cost  of  about^,035  million  while  Southern  District 
railroads,  with  only  a  263.000  ton  rail  deficit,  can  biB  brought  up 
to  standard  for  &boUt  $128  million. 

Thus  the  nation's  rail  system  tooa^  needs  about  $5.8 
billion  just  to  replace  worn-out  rail  and  ties.  Inflatidn  increases 
this  cost  daily,  and  the  six  year  Rail  Trust  Funji  progmm  to 
correct  this  deficiency  would  actually  cost  $6.9  billion  when 
finished.  Yet  this  investment  is  vitally  .needed  because  its 
absence  is  costly  to  the  railroads,  rail  users  and  consumers  of 
products  mpved  by  rail. Thecostof  notdoing  whktis  obviously 
necessary  will  be/ much  greater  and  will  represent  a  direct 
increase  in  "  inflation.  Conversely,  making  the  nfeeded 
investnjents  to  rehab ^itate  and  modernize  the  tracks  will  speed 
transportation  and^reduce  the  costs  of  rail  operation. 
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FiQxmEe 

UNDBR-^RBPLACEBfENT  OP  RAIL  HAS  BEEN  NATIONWIDE 

PfRCCMT 


y  <   .    .    I    >    .    ■    ■    I  ■    .    ■    ■    ^    I  I 
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Bouroe:  "Estimate  of  Deferred  Mnintenanoe  in  Track  Materials 
for  Twenty -five  Railroads."  (Study  prepared  by  Thomas  K. 
Dyer,  Inc.  for  PRA). 

«^Main  track*  rail  installed  Is  shown  here  as  a  percent  of  the 
normal  requirement  Since  the  late  1050*smopt  railroads  in  the 
sample  of  25  have  not  replaced  rail  at  the  normalised  rate.  Since  . 
1969  the  Southern  District  roads  have  replaced  rail  at  more  than 
100  percent  of  the  requirement,,  but  this  has  not  been  enough  to 
wipe  out  the  rail  deficit  bu^lt  up-in  the  district  between  1009  and 
lOes^Westem  District  railrpada  have  x^laoed  old  rail  in  spurts, 
but  Qot  enough  to  prevent  the  build-up  of  a  siaable  rail  deficit. 
And  the  Eastern  District  companies  haye  under-placed  rail 
consistently  since  1954.  . 
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PIOURK7 

ALL  DISTRICTS  8HARB  IN  RAIL  DEFICIT 


SHARE  6F  rail  tons 
REQUIRED  TO  OBTAIN 
NORMALIZED  CONDITlOfl^ 

(Mllllofit  of  tpiu.of  roll) 


EASTERN 

DISTRICT 

¥rESTERN 

DISTRICT 


SOVTHERN 
DISTRICT 


2:ot 


OM 


^Inelotfoo  roqolromtnf  for  yard 
Olid  twitch  trock 


SouTCS:  ''Estimate  of  Deferred  Maintenftnce 
in  Traok  Materials  for  Twenty-five 
Railroads/'  (Study  prepared  by  Thomas  K. 
Dyer.  Ino.  for  PRA). 


TlM  » Jratltoada  iMd  in  the  Dyer  study  have  fa^ 
rail  At  the  normalised  rate  since  the  Ute  19S0*s  (with  the 
excsptioo  of  the  Southern  District  railroads  which  have 
renewed  their  replacement  program  during  the  last  four 
years).  When  the  cumulative  deficit  is  blown  up  to  represent 
all  railroads  in  sach  district  (see  Technical  Appepdix). 
Wetfsm  Dietrlot  railroads  require  e.oe  million  tons  of  raU. 
Eastern  District  railrosds  need  2.82  mUlion  tons,  mnd 
Sonthem  District  railroads  need  to  insUU  260.000  tons  of  raU 
to  #ipe  out  their  deficit 
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Trmin  Aooidenta  , 

Amonr  the  obviou§  effeots  of  deferi*d  maintenance  are  - 
accidents  that  result  from  faulty  equipment  or  inadequately, 
maintained  track  and  structures.  Fi^re  ST  indicates  that  since 
1957  (when  definitions  of  accidents  were  changed)  there  has 
been  a  'steady  increase  in  the  proportion  resulting  from 
deficiencies  in  maintenance  of  way  or  s true tu res -a/i-ise  from 
11^  percent  in  1957  to  36.7  in  1973. 

notmBs 

NUMBHR  OrTRAlN  ACGIDgNTS  HAS  RISKW  AND  MOM 
ARE  CAUSED  BT  BCAINtRNANCB  OF  WAY 
.DBFICKBNCIB8 


PCRCtHT 
40 


Tte  rlW  in  tiM  numlMr  of  tnOn  mlteW  k  ittt^ 
prnriod  is  at  iMist  partly  4ua  U>  th*  InrnMlng  ou%iut^ 
raUiTMula.  Note  that  the  aluura  of  aooidanta  oAuaad  bf'-" 
maintmanoe  of  way  deflolettoiea  has  akyrookatad.  from  11 
poroant  in  1967  to  37  peromt  laat  year 
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ThIKncreasing  costs  of  4ccideh^.  which  are  reported  in 
current  dollars,  are  explained  In'  p&rt  by  changes  in  the  buying 
power  of  the  dqllar.  But  there  is*noequilly  simple  explanation 
for  the  rising  share  of  these  costs  attributed  to  deficiencies  in 
maintenance  of  way  or  stnit^tiires  (Fig^ure  9).  Much  of  this 
increase  is  undoubtedly  due  to  dBferred  maintenance. 


^  f«OTXigB9  • 

'COOT  OF  TRAIN  ACCIDENTS  13  tJP  ANB  A  I^AROER 
8HARB  RE8X7LT8  FROM  ^INTENANCB  OF  WAT 
DEFICIENCIES 

MILLIONS  .  PERCENT. 

^    -  40 


COST  OF  ACCIDENTS^ 


1957  I960  1969  1970  1973 


Source:  Federal  Railroad  Administration.  AooldentBuUotin. 


Cost  of  train  accidents  has  more  than  tripled  over  the  1957- 
1973  period.  Meanwhile  the  share  caused  by  maintenance  of 
way  deficiencies  has  risen  steadily  from  14  percent  in  ttie 
first  year  to  33  percent  in  1973. 
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In  addition,  the  Association  of  American  Railroads 
maintains,  records  on  the  loss  and  damage  to  tlj^  contents  of 
trains.  Here  again,  as  Figure  10  shows,  the  losses  attributed  to 
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Source:  AAH»  Freight  Claims  Division 


LoM  and  damage  to  the  lading  of  freight  cars  has  iHcreaM 
fkom  1120  million  in  1060  to  $232  millioQ  in  1973.  The  share 
caused  by  deferred  mAintenanoe-reflecled  in  the  losses  from 
train  aocid«mt«  and  defective  units-^has  rlseh  frpmless  than 
ia  percent  in  1900  to  20  percent  in  1973. 
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train  accidents  and  defective  units  is  a  rising  share  of  the  total, 
which  itself  rose  substantially  during  the  sixties. 

The  cost  o^accident8  is  by  no  means  limited  to  bankrupt 
Eastern  District  carriersrin  fact,  as  Figure  11  indicates,  in  the 
1970  1972  perio(f!^u them  and  Western  Districtcarriers  had  far 
more  accidents  per  work  unit  than  those  in  the  East.  In  spite  of 
the  dominance  of  bankrupt  carriers,  the  Eastern  District 
accident  rate  was  as  little  ashalf  of  that  of  the  Southern  District, 
and  71  percent  of  that  of  the  Western  District 

All  of  this  accident  analysis  simply  reinforces  the 
knowledge  that  deferred  maintenance  and  overage  equipment 
are  costly  to  the  entire  railroad  industry  and  to  most  shippers, 
and  a  contributing  factor  to  inflation. 


V  V  FiaURB  ll 

SOtTTHBllN  DISTRICT  LEADS  IN  ACCIDRNTS 


ACCIDENTS 
PER  MILLION 
WORK  UNITS 


Source:  Federal  Railroad  Xdminlatration 


Whil9  Eastern  District  railroads,  particularly  those  in. 
bank^ptcy,  are  thought  to  have  the  highest  accident  rates, 
both  Southeni  and  Western  Districts  w^re  higher  in  both  1971 
and  1972. 


21 


806 


804 


LOUISVlUcft.NMlHy^ 


CNICAOO,ttlLWAVXCC„,  - 
ST.  MUt  ft  MClFie 

CHC9APC ANC  ft  OlttO^ 

srA»OAw''cbA«V^Cmtiri 

■ALTtljlORC  ft  OHIO  . 

■URLmrrott  northcrii. 

SOUTHERN 

MlSSOyRl  PACING  ^ 
NORFojLK  ft  WCtTERM 

ATCHISON, TOFCKA 

ft  SANTA  FC  / 
SbutHERN  MCIFIC 


UNION  FACIFIC 


rr^  if^  Pit  $^  t&-, 


.J.  1«  J  k  :ij  fj?    *  /.i'V,  »I!  ijtj  43 1 


.0  1  2  3  4  S  «  7  •  •  tOintl914lSlSir  MlftiOtltt 
!  '  ACC^CNTS  PER  MI}.LiqN   WORK  UNITS  , 

Source:  Federal  Railroftd  Abninistratton 

In  thl  5  year^riod,  1968-78,  mix  of  the  natk>n*«nilrb*diiwlfii 
at  l^ast  5.000  track  miles^throe  Westam  Dlatriot,  tiro 
Southern  Dlatriot  and  one  Eastern  Diatrlot-had  aooldent 
rateal higher  than  Penn  Central's.        ■  v 


No  One  Beneflta,  From  Deferred  Maintenance 

When  the  system  does  not  function  efficiently,  everyone 
loses:  the  shipper  whose  customer  is  inconvenienced,  the 
receiver  whose  btlsiness  may  be  disrupted  if  products  arrive 
damaged  or  late,  the  railroads  which  lose  business  because  of 
customer  dissatisfaction,  and  the  general  public  when  the  costs 
of  goods  are  inflated  by  increased  transportation  costs  and  rail 
car  shortages.  _ , 

ctors'  are,,^ffficult  to  quantify.  Fo^ 
the  decis^ns  to  reduce  speed  limits  on 
rC  Sot  sa/iety  reasohs»  are  known  to  b6 
aijt.  especially  on  Penn  Central  tracks. 
"  re  tcfS  or  10  miles  pfer  hour,  yet  there 


Many  of  these 
example,  "slow  order 
certain  stretches  of  tri 
widesprelad  in  the^ 
^me  of*th< 
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is  no  readily  available  public  documentation  of  where  these 
slow  ordera  are  in  effect     their  cost. 

For  Amtrak  riders  ,Who  travel  at  10  miles  per  hour^ 
through  Jong  stretches  of  Penn  Central  track  in  Indiana  and 
arrive  at  their  destination  three  or  four  hours'  late,  the 
inconvenience  of  mis^^^  connections  will  always  bedifficultto 
calculate  in  dollars  and  cents.  • 

'To  branch  line  freight  users  whose  service, is  reduced 
from  twice  per  week  to  once  per  week  because  it  takes  two  crews 
to  coi?iplete'the  round  trip  instead  of  one  when  speed  limits  were 
greater,  the  costs  could  be  determined  but  itwou  Id  be  cheaper 
improve  the  track  than  to  make  the  necessary  audits. 

Rising  Per  Di^  Payments 

Another  partially -hidden  cost  is  theincreace  in  per  diem 
payments  to  owners  of  railroad  cars  for  the  add  itional  time  they 
spend  on  the  lines  of  a  poorly-functioning  railroad.  While  it  may 
%ppe£fr  that  rail  car  owners  benefit  through  receiving  higher 
^rentals,  there^is  a  fundamental  loss  to  the_wholjB  economy  by  _ 
having  riil  cars  idle.  * 

Measured  as  a  share  of  net  ramx)ad  operating  revenue,  the 
net  rents  of  railroads  increased  sharply  between  I960  and  1972 
(Figure  12).  And  while  there  are  different  explanations  forthis 
dramatically  increasing  trend,  most  of  them  can  be  reduced  to 
two  reasons:  either "  railroads  are  unable  to  return  car^ 
efficiently  to  their  owners,. or  they  are  unable  to  raise  capital  to 
purchase  cars  and  must  instead  resort  to  use  of  cars  owned  by 
others  to  meet  customer's  needs.  • 

Per  d^^em  payments  for  air  Class  I  line  haul  railroads 
average  90  percent  of  netrent^  forequipmentandfacilities.lt  is 
these  car  hire  payments  that  have  caused  the  sharp  rise  in 
equipment  and  facilities  rents  and  which  have  resulted  in  large 
drains  on  railroad  finances. 

vTo  be  sure,  the"  Eastern  'District  railroads'  net  rent 
payments  are  distorted  by  the  huge  outlays  of  Penn  Central. 
After  the  merger  those  costs  skyrocketed  and  even  exceeded  net 
revenues  during  1970  and  1971,  fhe  resulting  acceleration  of 
th6se  inci*easing  costs  for  the  Eastern  District  caused  by  Penn 
Central  is  also  reflected  in  the  nationwide  increase. 

But  evpn.jBo,  all  disliricts  are  experiencing  an  increase  in 
per  diem  costs^rcosts  which  can  only ybe  controlled  through 
restoration  of*  decent  track  cohdi^ons,  purchase  of  new 
equipment,  and  modernization  of  yards  and  terminals. 

■  ■      '     ■  ^ 
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;9C|inPMBNT  AND  FACttlTDBS  RENTS  BAT  UP  Xn 
,  WCHBA8ING  PROFORTION  OP  OPKRATWO  RKVKmJB 
., ■.-  PERCENT  '  -v-  ! 


•••••  '  ■  •  \ 

^  ^•••%,SOUTMeRN  OISTWCT  N 

TOTAL-ALt  019TII 


jBduxpe:  ICC/Tnuispori  SUUvHcs  In  the 


I^^^f  S»o  »*nie  ^  railroads  us6d  in  the  Dyer  repbrf,  netifeiir 
^Fl^lpmentandfacUiUe8(r€mtincome..^^^^ 
j^of^n  Wculated'as  a  percent  of  net  wvenue  'ttm  liilv^i^ 
.  operttions  (raUway  6pera'ting  Inootne  r  exb6tkt^$):i4tir^ 
I  PWnenta  in  the  Eastern  District  absorbed  ne^  lMf^- 
.1872  net  operating  revenue  whUe  the  85  raUroaifii  tbeethet 
,:^*id  out  about  a  third  of  their  net  revenue  to  equipment  abd 
:  laoUlUes  rental  rather  than  investing  in  new  equipment  of 
,  tneirown.  ^  . 
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Car  Shortages  j  ,mr- 

While  high  per  diem  costs  reflect  delays  in  returning  cars 
to  owners,  the  other  side  of  this  delay  is  reflected  in  their  non- 
availability to  rail  users.  Figure  13  indicatesJhat'the  average 
daily  freight  car  shortage  of  Class  I  railroads  has  varied 
widely-from  alow  of  225  in  1963  to  a  high  of  42.534  in  March  of 
1973.  These  shortages  are  subject  to  severe  seasonal  swings,  as 
Figure  14  indicates,  Uius  making  it  even  more  expensive  for 
carriers  to  meet  all  needs  at  alltimes. 

FIGURE  13 

THB  OROWINO  FREIGHT  CAR^HORTAOB  , 
NUMBER    ,  , 

_  oFjcARs   ; ;  _  _    _ 
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*  Average  for  first  oomplete  week  of  January  of  each  year. 
*  Source:  ICC;  AAR.  ^ 
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The  Increased  demand  for  freight  cars  of  various  types  has 
far  outstripped  the  supply  which  has  suffered  from  too  few 
purchases  of  new  cars  and  a  slow  rate  of  rehabilitation  of  old 
cars.  Federivl  Railroa<l  Administration  rules  outlawing  50- 
year  old  csrs  will  tighten  the  supply  more.  ' 
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Over  a*  long-period  of  time  studies  reported  by  the  U.S. 
Department  6r Transportatipn  and  the  Federal  Task  Force  on 
Railroad  Productivity  revealed  that  the  typical  car  cycle  has 
increased  from  16.6.days  in  1947  to  25.6  da^  in  1972.  Freight car^ 
spend  a  third  of  their  time  in  interme^liate  yards  and  almost  as 
much  time  in  jcaririers' terminals.        *    '  ' 

This  comparison 'is  the  essence  of  the  reduction  in  rail 
service  to  customers  and  the  resultant  increased  costs  due  to  the 
lowered  utilization  x)i  equipment. 

P^Yhaps'this  fact,  more  than  any  pther.  illustrates  that 
deferre(i  maintenance  and  the  absence  of  ^odemizat^n  of 
yards  and  terminals  are  casting  railroads  and  shippers  dearly.  *^ 
Clearly,  it  i&  here  that  greater  efficiency  in  the  use  of  existing 
rolling  stock  is  possible.  Fbr^xampleaiK»^^ction  of  one  day  in 
the  average  car  cycIe»from  25.6  to  24.6  days— would  M]ual  an  C 
.   increase  of  nearly  70,000  cars  to  the  nation^s  rail  car  «i))ply.  . 
■*  •  • 

Roadway  Modernization  Needs 

An  inability  to  raise  capital  h«is  also  forced  railroads  to 
skimp  oii  expeiiditures  for  other  ^'betterments"  to  roadway  and 
structures.  Somb  heavily-used  routes-*of^n  laid  out  a  hundred 
year^  ago-«are  characterized  by  steep  g^radesand  sharp  pu'rves.  -J 
Old  bridges  and  trestles  often  impede  operations,  and  in  some 
cases  are  a  threat  to  safety  as  well.  '/ 

•  *        Modern  construction  techniques  co^ld  overcome  many  of 

*  these  pr<^blems.  and  allow  railroads  to  benefit  from  operating 
economies  as  well.  But  funding  problems  have  kept  many  of 
these  projects  froin  pelting  past  the  desigpi  stage.  . 

Rail^ad  expenditures  for  all  roadway  and  structure 
betterments— including  those  to  yards  and  terminals-averaged 
$382  millioirj  in  1969-73.  This  is  (inly  slightly  higher  than  ^e 
$356  mil!ion  spent  for  "betterments"  in  the  1950-54  period. 

f  . A. relatively  prosperous  one  for  railroads.  But  if  one     -  -  - . 

le  1969-73  outlays  to  account  fpr  inflation  and  the 
f^^mount  of  work  the  railroads  now  do  (the  latter 
1  ijof,  gross  ton  miles),  expenditures  in  the  past  several 
^    ^  .,,.'JP®riously  deficient.  In  fact,  as  Figure  3  illustrates,  in 
iS^p.lW'Ave  years  these  real  expenditures  have  averaged  only 
53  percent  of  those  in  the  earlierperiod. 

The  Rail  Trust  Fund  would  provide  $2.9  billion  over  six 
years  to  return  these  outlays  to  their  previous  annual  levels  of 
spending.  Of  this,  one-third,  or  $952  million,  would  be  needed  for 
yards  and  terminals  and  the  rest  for  other  betterments.  . 
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Car  Supply  Probieins  Cannot  Await  Modeyiissation 

\while  rfiodemizatioQ  of  roadways,  yards,  and  terminals 
•  wHl   undoubtedly   ea^se   freigl^t   car   shorjtpi^ges,  those 
iidprovements  will  be  years  in  coming.  And  at  the^same  time 
there  are  ofther  pressures,  such  as  the  outlawing  of  cars  over  50 

•  '  years  6 f  age,  which  will  coi^tinvle  to  reduce  the  cair  supply. 

Currently,  the  nation's  r*il  car  nianufacturers  haVe  a* 
backlbg  of  orders  o^  year  or  more.  Car  repair  progranis  by  the 
railroads  themselves  are  returning  some  units  to  se*rvice  and 
the  AAR  is  at  Tvork  deviling  means  of  improving  {ise  among 
railroads.  ;  / 

The  AAR,  -in  testimony  before  the  Senate's  Special  : 
^Subcommittee  on^  Freight  Car  Shortages  l^^ryear,  estimated 
*      that  the  railroads  needed^iOQ,000  car8<(o  end  the  shortage. 
Figures .ponipiled  bv  t^e  ICC  and  AAR  indicate  average  daily 

COPYING  AN  ffiEA  THAT  WORKS:  THE  HIGHWAY  TRUST 
\  FtND    _  ,  . 

Throughout' the  debate  on;^wayJr' to  achieve  good  rail 
.service,  the  niost  troublesome  issues  have  been  financial.  How 
'    ^      .  much  public  mqhey  is  to  be  invested?  Where  will  it  come  from? 

\         The  undeniable  success  pf  the  Highway  Trust  Fund 
demonstrates  that  it  is  possible  to  raise  all  of  the  money  needed 
to  modernize  the  railrpads.  an(^  to  do  so  with  a  simple.  widely% 
understood  method, -without  £u<lrain  on  the  Federal  budge^. 
}  '    ■       ■  The  Rail  Trust  FWnd  ib  built  op  this  lesson  from  the 

"^  Highyvay  Fund --and  on  the  cQtamon  premise  that  a 

"cheap"solution  to  the  nation's  rail.prpj^lenis  is  all  that  can  be 
afforded.  It  bej^an  with  the  calcT^latibn  of  the  size  of  the  job 
.  .  .  facing.  American  railroads.  just,^dSthe  planners  of  the  Interstate 
Highway  System  began  by  estdoAting  the  syz^  and  cost  of  a 
major  road  system  for  the  natipn^^  '  ' 
,  pnce  the  scope  of  the  jo^«^^.  calculated  for  bringing 

^/  American  railroads.up  t6needed"iCTandards,  a  schedule  of  work 

and  means  of  financing  were  addressed-again.  just  as  pHinners' 
of  the  Interstate  Highway  System  had  done. 

By  QarmarHing.  highway  user  taxes  on  fuel;  tires, 
accessories  and  the  like^  Congress  created  secut-e  funding  for 
.   that  highway  system.  And  Highway  Trust  Fund  receipts  have 
.  grown  oyer  the  years  from  about  $2  billion  in  1958  to  about  $6 
p   billion  currently.       ^' ' 

The  Rail  trust  Fund  unabashedly, copies  this  idea  by 
proposing  a  user  surcharge  on  the  freight  bill  paid  to  railroads 
and  darm'iirked  for  a  special  Rail  Trust  FUnd.  The  size  of  the 
charge  was  derived  from  the  s;ze  of  thcTjbb  that  must  be  done  ind 

■  /    ■    ■  ^      I  ^ 

•  ■   .        '      ,«  •■  '     28  .     ,  '' 
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shortage— and| -even  if  one  could,  this  would  n6|  be  useful 
because  car  availability 7s ,80  cl8sely  tied  to  car  utilization. 
.   4*      The  Rail  Trust  Fund,  through  itsfloUing  Stock  I^evolving 
Fund,  would  provide  a  line  of  low  interest  credit  of  $1  billion 
over  -the  first  two\yBars  to  fina^(5e  car,  and  locomotive 
,  \  purchases.  At  today's  prices  this  would  pay  for  20-40,000  cars 
and  750-2^000  locomotives  dependinfTon  the  mix  between  the 
'    two.  After  the  first  two  years  this  linfe  of  credit  could  be 
ejp^janddd  to  $2  billion  to  finance  additional  rolling  stock  ^ 
purcbaB^.  '  <^  ^  . 

-  ThelWlingStoqk  Revolving  Funt*  would  also  provide  an 
ince^^i^(e  for  the  development  of  a  national  car  pool  fleet  by 

it  is  tq  bl  paid  by^tltose  who  will  benefit  from  improvements-  ^ 
-  rail  userfe.   •    •    '  ^  :  '  v     "  . 

Thus,  like  thfe  Highway  Trust  Fund,  the  Rail  Tpust  Fund 
wiU  not  be  an  additional  drain  -on  the  public  treasury. 

Actually,  isipce  the  suggested  rate  is  only  five  percept  ' 
compared  to  th**icent  10  percent  surcharge  approved  by  ICC.  i 
'   freight  rates  couTji  l>e  lowered  at  the  time  the  Rail  Trust  Fund  is 
put  into  operation.  . 

Because  themoney  is  needed  for  imrhediate  rehabilitation 

and  modernization  of  existing  rail  facilities,  not  for  planiting, 
acquisition  and  construction  of  new  routes,  the  Rail  Trust  Fund 
differs -slightly  from  the  Highway  Trust  Fund,  Expenditi^ 
will  be  largely  completed  inits  fiirst  six  years  and  paid  for  over 
30  years  like  other  public  improvements,  rather  than  beirfgpaid, 
for  out  of  current  revenues  like  the  Highway  Trust  Fund. 
,.  .  But  the  many  similarities  between  the  Rail  Trust  Fund 
and  the  Highway  Trust  Fund  are  intentional,  A  simple  solution,. 
•  that  the  public  u^iderstands  is  necessary  for  today's  rail 
problems,  and  a  successful  pattern  like  the  Highway  Trust 
Fund  is  more  readily  understood 'than  a  new  compliG^led 

formula,  .  .  ' 

^       V  The  Rail.Trust  Fund  solution,  like  the  Highway  Trust 
?  Fund,  is  predicated  on  the*  provision  of  more  and  better  rail 
service,  not  less,  and  itcreates  afinancingschenieforattaining 
that  laudable  objective.  ■  . 

Incidentally,  the  principles  involved  in  establishing  the 
Rail  Trust  Fund  are  the  same  as  those  used  by  AT&T  in 
planning  for  maintenance,  moj^emization  and  expansion  of  the 
telephone  system  on  the  basisof  need.  Bmi^eting  on  the  basis  of 
need  is  the  cornerstone  of  success  of  am^ost  all  businesses. 
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The  Missed  Opportun^y  of  Eleotrifiostlcm 

Among  railroaders  the  benefits  of  electrification  on 
heavily  used  lines  .ai^  well-known.  Repeatedly  engineering 
studies  have  demonstrated  that  the  <;ost  savings  of 
electrification  will  more  than  pay  the  cost  of  the  project,  but 
because  there  are  more  pressing  needs  for  the  limited  capital  a 
railroad  can  raise,  these  pit^l^ts  have  been  put  on  aback  burner 
by  railroads. 

A  Oovemixient-Industry  Task  Force  on  Electrification 
recently  analyzed  the  possibilities  for  electrification  of 
American  railroad^  and  foimd  6;300  route  miles  where  it  would 
be  clearly  profitable.  That  study  was  completed  before  the 
Energy  Crisis  and  the  doubling  of  fuel  costs  that  have  hit  many 
railroads. 

The  economies  of  electrification  are  widely  agreed  upon. 
They  include  locomotives  witlT  longer  useful  lives,  lower 
maintenance  and  operating  costs,  higherreliability  and  greater 
overload  capacity,  shorter  trip  times  and  greater  flexibility  of 
speed,  and  energy  from  coaMired  power  plants. 

-  A  technical  study  prepared  for  the  Gtovermnent-Industry 
Task  Force  on  Electrification  translated  many  of  these 
advantages  into  substantial  cost  savings  for  the  nation's 
railroads.  Based  primarily  on  1971  data  the  study  fovmd  it  would 
be  economical  to  electrify  some  6J300  miles  of  the  14,300  mile 
heavy  density  system  it  analyzed.  After  allowing  for  a 
substantial  return  on  investment,  amortization  of  capital,  and 
other  expejtses,  the  study  concluded  there  would  be  a  saving  by 
the  year  2000  of  $360  million  (discounted  to  the  present) 
resulting  from  electrification. 

'  Since  the  Benefits  of  electriXicatibn  are  sensitive  to 
changes  in  fuel  prices— which  have  skyrocketed  since  the  oil 
embargo— it  is  assxmied  that  most  of  the  nation's  14.300  mile 
heavy  density  freight  network  would  now  qualify  for  electric 
operation.  The  Rail  Trust  Fund  would  provide  $3.2  bUlion  over 
six  years  for  these  projects. 

No  Need  For  "Orange  Lines**  *  ^ ' 

With  passage  of  the  Regional  Rail  Reorganization  Act  of 
1973  a  philosophy  of  retrenchment  and  tinkering,  of  , 
dismantlement  and^erger.  of  cheap  and  simplistic  solutions 
became  the  national  policy  towards  railroads.  It  vubls  a 
cpmptbmise   among  strong  and  divergent  views  where 

•  Lines  listed  as  "potentially^  excess*'  by  the  U.S.  Department  of 
Transportation  under  provision  of  the  Regional  Rail  Reorganization 
Act  of  1973.  •  ' 
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KtECTRIFICATION  HOLDS  ENORMOUS  POTENTIAL  FOR 
IMPROVtNO  RAO.  SERVICE 

Why  Electrification? 

For  some  shlppeigs.  and  certainly  for  the  general  public, 
this  is  a  cratical  question.  Is  electrification  worth  the  several 
billion  dollars  it  will  cost? 

The  answer  is  k  definite  yes.  and  here  are  some  of  th6 
reasons: 

—Electric  locomotives  are  less  expensive  to  operate  than 
diesel  because  they  need  less  maintenance,  maintenance  is' less 
expensive,  and  they  are  more  reliable. 

—Electric  locomotives  have  a  significant  reserve  potential  for 
use  on  start-ups.  grades. and  in  changing  speeds.  The  result  is 
shdl^r  trip  times  and  smaller  locomotive  fleets.' 

—High  speed  passenger  service  is  most  effective  on 
electrified  track.  This  is.so  because  electVic  engines  can  achieve 
running  speed  more  q^iickly.  and  are  cleaner  and  more  reliable 
than  diesels. 

—Electrification  will  provide  a  significant  opportunity  to  use 
an  energy  source  which  is  not  petrojeum  based.  U  will  enable-a 
part  of  the  transportation  system  to  rely  on  coal,  nuclear  and 
hydro  produced  power  instead  of  diesel  fuel. 

All  of  these  advantages  can  lead  to  large  cost  savings  for 
railroads-and  ultimately  for  shippers  and  the  consumer. 


competing  interests  were  not  reconciled,  and  as  constitutional 
challenges  proceed  through  the  courts  there  is  widespread 
belief  that  major  parts  of  the  RRR  Act  will  be  ruled 
unconstitutional  and  sent  back 'to  Congress. 

The  first  official  actiooi  under  1^6  RRR  Act  was 
publication'  of  **Rail  Service  in  the  Midwest  and  Northeast 
Reg^ion"  by  the  U.S.  Secretary  of  Transportation,  a  report  that 
embraced  the  philosophy  of  rail  dismantlement  -  by 
recommending  elimination  of  25 -percent  of  the  region's  rail 
mileage.  (These  lines  wer^  shown  on  maps  in  onLnge  and  thus 
became  the  infamous  '^orange  lines"  to  the  shipping  public.) 

In  one  step,  the  Department  of  Transpbrtation  made  it 
appear  that  low  density  branch  lines  are  the  fimdamental  cause 
of  railroad  financial  problems.  Rail  users  along  these  lines  who 
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^  have  r«fteive<l  tho  pooi^st  service,  who  have  had  the  most 
dtftlculty  obtaining  cars  when  they  need  them,  and  who  have 
been  the  worst  victims  of  slow -orders  and  reduced  fr^^uency  of 
service,  were  cast  in  the  role  of^eoonomic  vampirea^ho  rob  the 
system  of  its  vitality.  p  ^  i  • 

'  Even  Penn  Central  managers,  who  reouested  ICC 
permission  to  abandon  5.000  hiiles  of  track  in  1973.  proposed  no 
such  drastic  abandonments  as  a  solution  to  that  railroad's 
financial  problems.  And  Penn  Central  only  claimed  that 
abandonment  of  these  5.000  miles  of  lines  would  result  in  **a  net 
annual  benefit  of  $S0  million",  a  fraction  of  that  railroad's 
aimual  losses. 

Publication  of  the  Secretary  of  Transportation's  Report 
caused  a  public  outcry  and  has  created  a  distrust  of  federal 
railroad  planners  that  will  take  years  to  overcome.  Few 
railroaders  believe  that  massive  abandonment  of  branch  lines 
will  effect  important  savings,  while  conununity  and  business 
leaders  know  that  rail  abandonment  can  cause  substantial 
economic  hardship.  " 

If  railroads  in  the  northeast  region  had  modem  yards, 
track  and  rolling  stock,  the  apparent  losses  of  branch  lines 
would  all  but  disapp^.  The  figures  presented  by  Penn  Central.  - 
the  railroad  with  the  most  ambitious  abandonment  program. 
'  whith  claims  such  meager  savings,  veri^^  the  accuracy  of  this 
assertion. 

The  Rail  Trust  Fund  can  return  attention  to  the  more 
urgent  issues  facing  railroads.  It  is  intend^  as  a  solution  to 
both  mainline  and  branch  line  needs,  and  it  does  not  depend  on  *\ 
alyandomnents  for  its  siicoess. 

Since  |uU  users  are  paying  for  the  Trust  Fund  (through 
the  surcharge)  they  must  be  protected  against  indiscriminate 
abandonments.  Trust  Fund  outlays  will  be  available  for 
clearing  the  maintenance  deficit  on  branch  lines,  and  thus  costs 
related  to  poor  track  conditions  and  the  expenses  of  branch  line 
rehabilitation  should  not  be  accepted  as  justification  for 
railroad  abandonment  applications.  In  addition,  railroads 
should  agree  to  a  moratoriimi  on  contested  abandonments  ifntil 
system>wide  rehabilitation  is  completed,  since  this  may  lead  to 
significant  reductions  in  the  railroad  operating  expenses  both 
on  and  off  the  branch. 


'  32 


3  i  7 


.310 


POTENTIAL  RAO.  TRUST  Fl^ND  BENEFITS 

Rail  Trust  Fund  outlays  undoubtedly  will  result  in 
dramatic  improvements  in  the  finances  of  the  nation's 
railroads.  They  will  also  increase-rail  productivity  andptroduce 
significant  cuts  in  railroad  operating  costs  which  can  be  shared 
by  the  carriers,  shippers  and  ultimately  the  consumer. 

At  the  very  least  these  savings  will  provide  a  cushion 
against  inflation^induced  price  rises.  In  some  cases  they  will 
lead  to  actual  cuts  in  the  cost  of  providing  rail  service,  in 
shippers'  inventory  costs,  and  in  the  fuial  cost  of  products. 

Lower  costs,  more  efficient  railroad  operations  and 
modem  equipment  will  also  lead  to  improved  levels  of  rail 
service,  enabling  carriers  to  attract  larger  shares  of  business 
than  they  have  at  present. 

Electrification  Means  Savings 

Electrification  alone  can  produce  gigantic  savings.  The 
Cost-Effectiveness  Review  of  Railroad  Electrification  study 
prepared  for  the  FRA  estimated  a  cumulative  saving  of  $360, 
million  discounted  to  the  present  by  electrifying  6,1^00  miles  of 
track.  Clearly  there  arb  substantial  additioneU  savings  possible 
merely  by  removing  slow  orders  and  improving^  equipment 
utilization. 

The  T.nistFund  also  holds  other  promises  of  a  significant 
boost  to  railroad  revenues.  For  example,  in  the  Eastern  District, 
modal  splits  for  rail  shipment  for  specific  commodities  and 
distances  are  often  much  less  favorable^  to  rail  than  in  other 
districts.  This  may  be^  attributed  directly  to  the  deteriorated  ' 
condition  and  poor  service  of  many  ot'the  Eastern  railroads-- 
most  notably  the  bankrupt  Penn  CentraiU  Rehabilitation  of 
track,  and  streamlining  of  operations  might  well  shift  these 
splits  to  favor  rail. 

The  potential  for  growth  of  rail  service  is  substantial.  The 
Task  Force  on  Productivity  cited  data  which  indicated  that 
many  large  shipments  moving  by  truck  in  excess  of  200-250 
miles  might  move  more  economically  by  rail,  .^ince  the 
revenues  generated  by  these  movements  in  1968  were  nearly  $5 
billion,  this  represents  a  very  large  potential  market  for  rail 
service.  ;  ' 

More  Revenue,  Lowet  Expenses 

Specific  estimates  of  cost'savings  and  revenue  increases 
which  could  be  produced  by  the  Rai]l  Trust  Fund  require  detailed 
studies  beyond  the  scope  of  this  presentation.  However,  some 
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idea  of  the  potential  for  such'  changes->and  their  impact  on  the 
financial  condition  .of  the  nation's  rail  carriers--may  be  gleaned 
from  an  examination  of  the  composite  revenue  and  expense 
accounts  compiled  by  the  ICC. 

T^ble  1  presents  some  of  these  data  for  1972.  While  the 
adjustments  to  railroad  pperating  accounts  illustrated  are 
purely  hypothetical,  they  do  demonstrate  that  a  modernization 
program  can  result  in  dramatic  shifts  in  the  railroads'  financial 
condition. 

lS>tentUl  B«n«flt0  of  TniAt  Fund  on  |UlIro«d  Openit^  > 
CUMiLlnetlAUlIUllKwds  • 
-  MUiloiisofDollani  •  A 

ipotratUi  AdlaiM 
AotuiU  Operatiiig  Savliigt  OjMntliig  . 
AoQounto,  197g     Factor  Aoooonts 

Timnvportetioii-Rall  Ltem 

Superintendence 
Dispfttdiing 
Yard  Ciexks'and  Crews 
Train  Crvws  ' 
Clearing  Wreok^ 
Damag!ttk  . 
Injuries-Transportation 

Malntsn^M  of  Bquipment 

Locomotive  &  Car  Repair 

8oh-T6tsl 

*  Total  Opermtliig  Expenses 


.  /■    '   '                                                                  6%)  10% 

.     ,    ,     Larger*  Lsrgsr 

Freight  Revenues                   12.187                   12,796  13.406 

QpersilngKevenues               13.176                   13785  14.386 

Operating  Ratio             .            79.9                    74.7  7XJ5 

*  ExcIu8iV90fRaiITru8tl\md8urcharg9orMiyoth«mteincreasa, 

Sourpe:  Actual  data  from  ICC,  Trmnsport  Statlstlfis  in  the  0iiitsd 
StatM,  im.  Tables  i60.161;  Labor  Items  are  adJuatM 
to  include  ahare  of  employe  health  and  welfare  bene* 
nia.  . 


34* 


236 

5% 

224 

69^ 

6% 

64 

i;236 

5% 
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15% 
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228 

15% 

195 

126 
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Actual  operating  accounts  selected  were  those  most 
sensitive  to  change  through  the  effects  of  increased  investment. 
Had  the  railroads  been  operating  ah  efficient,  modem  plant 
with  sufficient  rolling  stock  in  1972,  it  would  not  be  at  all 
unreasonable  to  have  expected  five  to  ten  percent  more  freight  ^ 
revenues  (at  then -current  freight  rates)  than  thoS  actually  < 
collected.  Substantial  savings  wou  Id  have  been  pos^sible  in  su6l:^^> 
accounts  as  clearing  wrecks  and  damages  to  {troperty  and  - 
freight.  Smaller,  but  significant,  savings  wbuld  have  been 
possible  in  many  of  the  other  transpgrtation'accounts. 

One  key  indicator  of  the  overall  change  possible  is  the  ^ 
operating  ratio  (the  ratio  of  operating  expenses,  to  operating  . 
revenues).  Railroad  analysts  generally  agree  that  a  ratio  of 
about  70  would  provide  railroads  with  healthy  earnings,  the 
ability  to  raise  capital  in  private  markets,  and  to  expand 
investments  in  tlieir  rail  operationsi  f^ol  since  the  end  of  Woi^ld 
War  II  have  railroads  approached  this  operating  ratio:  iti  the 
mid-1950's  it  approached  75,  and  has  since  trended  upward  to 
79^9  in  1972. 

r  Table  1  indicates  that  relatively  ^small^improvements  in 
revenues  and  small  decreases  in  selected  costs  could  produce 
major  changes  in  the  operating  ratio.  These  savings  and  five 
percent  more  freight  revenue  could  generate  an  operating  ratio 
of  about  75,  a'  level  noti  seen  in  almost  20  years.  A  ten  percent 
increase  in  freight  revenues  would  mean  a  ratio  of  less  than72,  a 
better  performance  than' the  nation's  railroads  have  achieved 
within  the  last  30  years'.  * 

Railroad  Incoines  \ 

A  second  area  of  large  potential  savings  in  the- future  is 
possible  through  better  freight  car  utilization.  The  AAR  argues 
that  the  nation's  freight  car  fleet—1.7  million  cars  in  1973- 
should  be  augmented  by  up  to,  100,000  units  to  alleviate  car 
shortages.  There  is  no  doubt  that  more  cars  are  needed— and  the 
Trust  Fund  would  provide  low-interest  loans  for  their  purchase. 
But  track  rehabilitation,  modernization  of  yards  and 
electrification  should  produce  significant. increases  in  car 
utilization,  thus  relieving  railroads  of  part  of  the.additionalcar 
"purchases.  ?  ^  ■  ■ 

If,  for  instance.  Rail  Trust  Fund-induced  improyeinents 
bring  about  a  three  percent  increase  in  car  utilization,- a  103*C)00 
car  deficit  would  be  halved  to  50,000  units.  This,  in  turn,  would 
obviate  the  need  for  railroads  to  purchase  50,000  ckrs,  thiis 
saving  them  $127.7  million  a  year  in  fixed  charg6s>;  (This 
assumes  an  initial  cost  of  $20,000  a  unit  financed  at  9.5  percent, 
for  15  years.)  ]     ■  . 
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Since  the  nation's  railroads  had  fixed  charges  of  $596 
million  in  1972,  and  income  after  fixed  charges  of  only  $342 
million,  this  potential  saving  would  indeed  have  a  significant 
impact  on  the  railroads' future  income  statements. 

Such  a  radical  turnabout  in  railroad  finances,  improved 
rail  service,  and  lower  railroad  costs  are  not  tl^e  products  of  a 
pipe  dream.  They  can  be  the  products  of  a  prudent  investment 
program-sponsored  and  guided  by  the  public-but  without  any 
direct  cost  to  government.  This,  then,  is  the  Rail  Trust  Fumi 
proposal. 

OPERATING  THB  RAIL  TRUST  FtWD 

Here  is  how  the  Rail  Trust  Fund  would  operate: 

1.  All  railroads  would  collect  and  pay  into  the  Fund  a 
five  percent  surcharge  on  freight  revenues. 

2.  Trust  Fund  outlays  would  be  funded  by  issuing 
govemment>backed  obligations  and  would  be 
financed  over  30  years  via  the  surcharge. 

3.  All  railroads  would  be  entitled  to  Trust  Fund  grants 
for  rehabilitation  and  modernization  projects  in 
proportion  to  their  surcharge  collections. 

'    4.    A  revolving  loan  fund  would  be  available  to  finance 
rolling  stock  purchases.  « 

Over  the  first  six  years*  the  Trust  Fund  Would  spend  $12.9 
billion  for  rehabilitation,  electrification  and  modernization  of 
the  nation's  rail  system.  The  surcharge  would  be  sufficient  to 
^ance  these  outlays,  related  administrative  costs,  and  make 
the  Fund  self-sustaining.  At  the  end  of  the  six-year  period, 
additional  modernization  projects  could  be  scheduled. 

The  Revenue  Surcharge 

The  five  percent  surcharge  on  freight  revenues  would  be 
collected  and  forwarded  to  the  Fund  by  all  railroads. 

This  would  be  sufficient  to  finance  the  multi-billion  dollar 
expenditures  for  rehabilitation  and  modernization  of  the 
nation's  rail  network.electrificationof  heavy  density  interstate 
-  lines,  and  acquisition  of  new  freight  cars  and  locomotives. 

The  surcharge  need  not  be  an  additional  burden  on 
^  shippers.  Rather,  half  of  the  temporary  ten  percent  surcharge 
approved  by  the  ICC  i^  June  1974  could  be  re-directed  to  the 
Fund.  This  would  be  consistent  with  the  original  intent  of  the 
ICC  surcharge  to  provide  money  for  capital  improvements  and 
deferred  maintenance. 
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Such  a  method  of  collection  would  have  no  adverse  effect 
on  railroad  balance  sheets.  Unlike  the  ICC -approved  surcharge, 
it  would  not  be  diluted  by  increased  tax  liabilities  on  the  part  of 
carriers.  ' 

For  shippers,  on  the  othef  hand,  the  surcharge  would  be 
an  ordinary  business  expense  and  would  be  partly  offset  by  a 
reduction  in  income  taxes. 

Trust  Fund  Outlays 

Outlays  would  be  funded  by  issuing  government-backed 
obligations.  Since  they  would  be  capitalized  and  financed  over  a 
long  term,  outlays  would  not  be  strictly  limited  to  Current 
income  of  the  Fund.  This  means  that  the  rehabilitation- 
modernization  programs'  so  desperately  needed  by  the 
railroads  could  be  completed  in  a  short  period  of  time-perhaps 
six  yearsic-rather  than  over  a  decade  or  more. 

Initially,  Trust  Fund  expenditures  would  be  available  to 
meet  heeds  in  four  broad  areas.  They  might  be  spent  as  follows: 


RehabUitation  of  Road  and  Track 
Electrification 

Modernization  and  Expansion  of 
Roadway  and  Structures 

Modernization  of  Yards 

TOTAL 


$6.9  billion 
3.2  billion 

1.9  billion 
0.9  billion 
$12.QbilUon 


This  estimate  results  from  the  analysis  of  current  needs  which 
were  described  inthe  previous  section.  It  could  be  revised  as  a 
resuU'of  further  analysis  once  the  Trust  Fund  is  operating.  It  is 
not  meant  to  suggest  earmarking  of  funds  since  each  railroad 
would  determine  Which  types  of  projects  it  wished  to  undertake. 

Each  year  the  Trust  Fund  would  authorize  outlays  in  each 
area  to  meet  needs  and  keep  pace-withyAe  railroads'  ability  to 
use  them  effectively.  V  ~ 

In  any  year,  most  bf  thfi  f*uhd  outlays  (say  90  percent) 
could  be  apportioned  among  the  railroads  in  proportion  to  their 
contributions  to  the  Fund  the  previous  year.  The  remaining 
outlays  could  be  allocateii  among  railroads  regardless  of 
contributions.  Such  a  procedure  would  maintain  the  balance, 
between  the  railroads'  reluctance  to  subsidize  thejr  competitors 
and  the  public  obligation  to  address  the  greatest  needs. 

Every  railroad  would  receive  an  annual  entitlement  to  a 
share  of  the  90  percent  based  only  on  that  railroad's  share  of 
surcharge  collections  the  previous  year.  This  money  would  not 
be  earmarked  for  specific  categories,  but^ould  be  used  fpr  any, 


.31'  i  « 


.322  - 


320 


approved  rehjibUltaUon  or  "^iiodemlsatlon  project  Thus  a 
railroad  with  little  or  no  maintenance  deficit  would  still  be 
entitled  to  funds  to  pay  for  modernization  or  electrification.  It 
would  not  be  penalized  because  it  had  no  maintenance  backlog 
to  correct  ^ 

Railroads  Design  Projectai 

Railroads  themselvdc  would  designjjrojects  and  apply  to„ 
the  Fund  for  money  sutject  to  the  annual  Tru3t  Fund 
earmarking.  They  would  thus  set  their  own  priorities  for 
rehabilitation  and  modernisation  projects  within  the  broad 
limits  of  the  earmarked  funds.  If  one  railroad  wished  to 
emphasize  yard  modernization  it  could  do  so.  while  another 
might  emphasize  electrification.         .  • 

Financing  Rolling  Stock 

As  part  of  the^Trust  Fund,  a  Rolling  Stock  Revolving 
Fund  would , be  creaied  to  finance  railroads'  purchases  of  new: 


THE  RAIL  TRUST  FUND:  A  GI^NT  STEP  BEYOND  THE  ICC 
TE^IPORARY  SURCHARGE 

The  Rail  Trust  Fund  presents  at  least  five  advantages 
over  the  temporary  surcharge  recently  imposed  by  the  ICC:' 

1)  It  allows  railroads  to  finance  improvements  to  road, 
and  structures  with  no  adverse  effect  on  already-tight  operating 
accounts.  Under  long-standing  accounting  regulations, 
railroads  finance  many  improvements  as  operating  expenses 
even  though  th^^  improvements  may  have  a  useful  life  of  30 
years  or  more.  1 

Further,  under  the  ICC  order  the  10  percent  surcharge  is 
no^  entirely  available  to  the  railroads  since  it  appears  on  the 
railroad  income  statement  and  part  of  it  may  be  required  to  pay 
additional  tax  obligations  incurred  because  of  the  addition  to 
revenue, 

2)  Because  Trust  Fund  expenditures^  are  financed  over  a 
long  period,  a  modest  surcharge  will  provide  billions  of  dollars 
for  improvements  over  a  very  short  time.  The  ICC's  10% 
-surcha-rge  will  not.  Based  on  1973  freight  revenues  a  five 
percent  surcharge  paid  into  the  Fund  could  finance  $8.1  billion 
(at  7.5  percent  and  30  years)  while  the  ICC's  10  percent 
surcharge  would  yield  only  $1.38  billion.  The  massive  dose  of 
capital  which  the  railroads  need  will  be  provided  only  via  the 
Trust  Fund. 
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and  rebuilt  freight  cars  and  locomotives.  Source  of  moi^ey  for 
the  Rolling  Stock  Fund  would  be  a  special  fund  created  by  the 
excess  of  the  five  i^rcent  surcharge  not  needed  for  amortization 
of  Trust  Fund  dejt)t  in  the  early-years. 

All  railroads  and  their  jointly^owned  car  pooling 
companies  would  h«ve  a  line  of  credit  of  up  to  $1  billion  against 
the  Rolling  Stock  Fund  in  the  first  two  years.  This  could  be 
increased  in  subsequent  years  as  the  special  fund  grows. 
Railroads  could  borrow  for  rolling  stock  purchases,  repaying 
over  15  years  in  the  case  of  new  equipment,  and  over  shorter 
periods  for  rebuilt  equipment.  Loans  would  be  secured  by  liens 
against  the  Equipment  to  be  held  by  the  Trust  Fund. 

.  Sincefunds  would  be  drawn  from  the  Trust  Fund  surplus, 
interest  charges  could  be  scaled  to  match  the  overall  yields  on 
government-backed  obligiations  of  sun i la r  life.  As  an  average,.^ 
the  railroads  might  pay  seven  percent  plus  administrative 
costs.  Each  $1  billion  line  of  credit  would  be  enough  to  finance 
from  20,000  to  40.000  new  cars  and  750-2,000  locomotives.  " 

3)  BiH.uisu  of  tUeir  uneven  earnings  and  huge 
niiiintoiuuK-c'  rh;,fitnts,  most  nitlroads  have  had  great  difficulty 
gettui^'  private  capital.  The  Trust  Fund's  Boiling  Stock 
Kuvolving  Ix^iui  Kund  will  provicie  a  source  of  low  cost  capital 
for  t(^habilil;it;on  .lud  purchase  of  rolling  stock.  The  ICC  Order 
jjrtjviilos  r.o  sucli  Myot'hanisni. 

4)  i'lio  origiti.il  ICC  order  limited  spending- to  deferred 
.maintenance  ^nd  deterred  capital  improvements.  The  Rail 

.  Trujst  r-*und  would  be  m(M*e  flexible,  allowing  railroads  to. spend 
the  fimds  for  any  capital  iinprovenietits,  whether  deferred  or 
'iiot.  And  railiu.ids  would  c.oritinue'to  ael  their  own  priorities" 
wiLhiir  brfMd  Trust  h'uful  guidelines.  " 

5)  The  Trust  Fund  mechanism  insures  that  given 
amounts  of  mpt:<jy  arc  spent  on  rehabilitation*  and 
modernization  pro)e(,'tS'  on  a  conLiruiing  basis,  and_  it 
accompli:iiies  this  m  a  straightforward  mannel'-.  By  contrast, 
the  ICC  .s  i 0  percent  rate  increase  is  temporary,  and  railroads 
receivmg  this  IjDost  in  revenues  may  be  under  strong  presstire 

'^to  sp<»!id  it  lo  meet  rising  costs  not  directly  rehited  to 
Xp!iaf)iltlali(jn,  B''\f.l  nsV^ts  who  are  now  jjulying  a  10  jj^rcent 
pVemium  'vith  th.e"nuflersUjLiHl>ng  that  this  additional  money 
will  F;<»  VI. ^^od  Jo  improve  their  rail  .service  deserve  a  guarantee 
that  Ihiur  p.»  vnit-'ai.-S  will  l^e  user!  for  tliis  purpose- -and  the  Trust 
Fund  woiiUl  prov'.'!;,'  :,Ufh  a  ^^u  irantee. 
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Railroad  Obligationa 

Railroads  would  maintain  full  ownership  of  all  projects 
undertaken  with  money  from  the  Fund.  They  would  also  be 
required  to  maintain  any  work  financed  through  the  Fund  to 
minimum  standards,  thus  insuring  that  once  a  stretch  of  track 
is  rehabilitated,  the  railroad  carries  out  regular  maintenance 
to  prevent  the  accumulation  of  another  maintenance  deficit. 
Railroads  which  fail  to  meet  this  requirement  would 
temporarily  lose  eligibility  for  receiving  Trust  Fund  money. 
Upon  returning  track  or  structures  to  these  minimum  standards 
they  would  regain  eligibility. 
~'.  The  continued  existence  of  the  Trust  Fund  as  a  source  of 
investment  capital  would  thus  provide  a  major  incentive  for 
railroads  to  niaintain  track  in  the  future. 

Railroads  also  would  be  required  to  develop^new  methods 
for  analyzing  branch  line  profitobility.  Since  Trust  Fund 


Sources  and  UftWofTundif' 
Moderate  Cost  Inflatloti,  Mo( 
(Milllpn8oif|l 

Improvementi  to        financed  i 

  ■  ,1 

Tiea  ■  .  !• 

^  Rail;  ■ 
Electrification-, 

Yards  and  terminals  ,  — "  '  , 

Other  road  and  structures  , 
•.  Tot&l  improvernents 

Sources  of  funds — ordinary  operations  ' 


Proceeds  of  new  30-year  borrowings^  ^ 
.  .  5%  freight  surcharge  for  preening  year 
>.J'rec6ding  year's  7%  return  on  Special  Fund  ^ 
Total. ~^ash  Inflow 

>■  ■  . 

Usea  of  funds— ordinary  operations 

Improvements  as  listeQ  above 

Principal  and  7S*  interest  on  30-year  borrowings 
Additions  to  Special  Fund 
Total  cash  outlay  — 

^Special  Fund  balances 

Balance  at  start  of  year 
Plus;     Additions  to  Fund 
Balance  during  year 


NOTES:  For  tlmpllclty,  all  cash  flows  ai«  on  January  1.  Borrowings  repayable 
In  equal  annual  insUllments  of  principal  and  Interest.  Revenue  grows 
at  7. 7%  per  year.(Thl8  is  a  conservative  figure.  It  is  the  Implicit  growth 
factor  for  Pann  Central  "full  system"  net  revenue.  1972-lff78  aa 


outlays  will  be  available  for  clearing  the  o^aintenance  deficit  on  ^ 
branch  lines,  and  for  reconstructing  bridges  and  trestles  where 
these  have  forced  discontinuance  of  service,  the  costs  related  to. 
track  rehabilitation  and  poor  track  conditions,  and  the  expense 
of  branch  line  rehal)ilitation  no  longer  should  be  accepted  as 
Justification  for  abandonment  In  additipn,  railroads  would  be 
required  to  agree  to  a  naoratorium  on  contested  abandohments 
until  system^wide  rehabilitation  is  completed,  since  this  may 
lead  to  significant  reductions  in  raiUpoad  operating  expenses 
both  on  and  off  the  bnmch  .llne.^ 

Financial  ViabiUty 

WIU  the  Trust  Fund  work? 
^  Table  2  summarizes  the  sources  and  uses  of  Fimds.as 
envisioned  in  the  Trust  Fund  proposal.  It.  illustrates  the 
'  operation  over  the  first  six  years  and  leaves  no  doubt  that  the 
Trust  Fund  will  be  viable.  A 


lentte  Growth  in  ttall  Rerenues 


^iimnt  Dollars) 

1975 

1976 

1977 

1978  , 

1979 

1980 

1981 

338 

711 

749 

788 

814 

426 

^■ 

270 

569 

599 

631 

652 

335 

0 

385 

599 

631 

814 

^  837 

B4 

177 

/  187 

196 

.  203 

105 

168 

354 

373 

391 

406 

210 

860 

.  2/096 

2,507 

2,639 

.2,889 

1,913 

0 

.  0  ■ 

800 

862 

928 

999 

1,07(5 

1,159 

0 

0 

51 

97 

137 

168 

*  190 

ffW 

„  3,664 

860 

-2,096 

2,507 

2,639 

■  1 
2,889 

L,913 

0 

0 

73 

250 

463 

686 

931 

1.093 

 0 


727 


663 


.  562 


•  450 


■  313 

TTHT 


256 
1,349 


0 

727 


727 
663 

17190 


1,390 


1,952 
450 
T7i^ 


2,402 

313 

2T7T5 


2,715 
256 
T757I 


-     projMtod  by  Tampl0,  Baxkar  a  Sloan*.  Inc..  in  th«ir  M«y.  IVT?  fpot.) 
^    laiUtlon  on  Improvamants  Msumed  to  ba  SJtB%  annual  avmt*  1974- 
,   78.  and  3.30%  1879-80  (Souroc:  NPA  Inflation  for  non-rMldentlai  flzsd 
■  lnv«tm«it.»<ionomlcPro)>otioMB>ri>a.  R»port73-N'l.  Tabla  VK^t,). 


41 


^  326, 


324 


t>  The  five  percent  tevenue  surcharge  will  produce  income 

more  thyi  sufficient  tp^.  finance  Trust*  Fund  outlays,  ^pay 
administrative  costs  tu^d  build  up  a  fund  tor  usiB  in  rolling  dtock 
purchases-.       '  • 

Financiil  ViabiUf^  was  also  analyzedunder  a  wide  rang^e 
^of  inflatioh'and  freight  revenue  grovvth'/i^ic^  Trust  Fy;j<J 
viabili^  is  not  dependent  on  particular  forbcasts^d  in  factthb 
Fund  is  viable  even  in  the  " worst cftse'Vhen  inflation  outstri^ts 
revenue  growth  by  a,  witi<?  margin.      ^  ^ ,  . 

The  fessei^tials  of 'the  financial  "viability  analysis  artf 
summarized  belowjor  a  "base  case"  ^hich  assumes  modeicate 
cost  inpation  and  moderate  growth  in  frei^t  revenues.  Furmer 
details  are  contained  in  the  Technical  A{)pendix,  '.^ 


Improvements  to  be  Financed '  -  ^    '  V 

^  ■  j  ■  ■  y 

The  piroposed  spending  by  the  Trust  Fund  is  summarized 
in 'the  first  part  of  Table  2.  Essentially  this  section  is  built  up 
I  from  the  previous  analysis  of  investment  needs.  Each  category 
^is  expensed  over  the  six -year  period  at  a  different  rate.  For 
'  instance,  the  maintenance  deficit  is  assumed  to  be  worked  off  at 
a  rate  of  10  percent  of  the  total  the  first  year  And  20  percent  in  ' 
.subsequent  years.  Electrification,  which  has  a  long  lead  time, 
for  design  ar(d  acquisition  of  materials,  is  not  actually 
undertaken  until  year  two,  and  outlays  increase  until  25'pe]:cent 
J ''of  the  total  work  is  undertake^  in  years  five  and  six. ^  ■ 

This  base  case  apaJysis  assumes  a  moderate  rate  of 
^  inflation,  5j35  percent  annual  average  in  1974-78  and  3.30 
percent  in  1979-80.  This  is -the  implicit  price  dqfla^r  ^pr  non- 
residential fixed  investment  used  fti  national  economic 
forecasts  by  the  National  Planning  Association  in  1973-74  (The 
U,S.  Economy:  1973  to  1983). 

While  the  current  rate  of  inflation  is  much  higher  than  5  J85 
pe/jj^saat,  this  represents, ah  annual  average  over  a  fiye  year, 
period*  Moreover,,  detailed  analysis  of  an  altemativeX^^^rst 
case"  presented  in  the  Technical  Appendix  indicates  thatlhe 
TrustFund  will  be  viable  under  afwide  range  of  inflation  rates. 

Soyi^es  of  Fiinds 

The  next  part  of  Table  2summarizes  the  sourcesof  funds 
over  a  seven-year  period. 
,  I  *  The  first  line  represents  the  proceectsT'i^^  30-year 
borrowings  in  each  of  the  first  six  years  to  match  the  project^ 
outlays  for  improvements.  Itis  assumed  thatthese  obligations 
will  be  govemmentTbacked  and  will  bear  interest  at^seven 
percent.  "*         .  ^     '  . 
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;    The  next  line  represents  the  income  to  the  Fund  from  the 
five  percent  surcharge  on  freight  revenue.  It  is  assumed  that, 
P>nd  operations  begin  January  1.  1975.  and  ttatthB  surchaWfe  * 
yields  $800  mijlion  in  the  first  year.  This  is  credited  to  the|^rid 
at  the  beginning  of  the  next  year,  1976,  \ 

jrn  jhe  surcharge  income  grows  annually;  teaching  $1,159 
milUbn  in  1981,  The  7,7  percent  aainual  growth  rate  in'revenues 
implicit  in  this  analysis  actually  is  quite  conservative.  It  is 
derived  from  the  May.  1973.  forecast  of  Penn  Central  revenues 
made  by  their  consultants  for  the  1972-1978  peHod,.And  since 
Penn  Central  ha?,  in  recent  years,  been  one  of  the  slower 
growing  of  the  nation's  railroads«-and  has  been  bankrupt  since 
1970-it  is  probable  that  the  rail  industry  as  a  whole  willachitfve 
a  higher  gitowth  rate.  Furthermore,  this  growth  rate  does  not 
take  account  of  service  improvements  which  dotlbtless  will 
result  once*  rail  modernization  is  uhdec^aken^  these  service 
improvemente  will  tend  to  boost  rail  r8\?fciueT  r 

Fhially.  analysis  indicates  that  the  tiTist  Fuhd  would  be 
viable  urfder  a  wi(Je  range  of  growth  rat^sih  freight  revenues.  A 
detailed  discussion  of  these  points  is  contained  in  the  Technical 
Appendix. 

The  final  line 'of  thi«  ^spction  M,,  Table  2  shows  the. 
]^re<^o^]^gJ^g&r's  interest  on  the  surpSj^^  by  the 

*.._^.««rr>^  in  1977.  the  f'und  is  crtwite#?tith*$51  million  which 
'he  interest  eieimed  on  the  cumulative  surplus  of  $727 
>  8urplus4ri^es  because  iaeach  year  the  Fund  cash 
incoiAlB  (surisharge  pUis  interest  on  previous  year's  surplus) 
exceeds  the  amortization  payment  on  outstanding  debt.  This 
difference  iaJcredited  to  the  Special  Fund,  while  the  interest  on 
'Special  Purja  balance  is  credited  as  cash  inflow  for  ordinary 
^peratiotfEL.      (>■.•':•  ' 


million.  The 


The  third  section  of  Table  2  shows  uses  of  funds  for 
ordinary  operations.  Line  one  shows  the  annual  outlay  for 
improvements,  (Note  that  the  source  for  this  outlay  is  the 
proceeds  from  30  year  borrowings.) 

Line  two  represents  the  amount  needed  . to  amortize  the 
outstanding  debt  over  a  30  year  period.  This  is  calculated  at  7.5 
percent  annual  interest  For  example,  the  entries  for  1976  show 
a  carrying  charge  of  $73  million,  representing  the  annual 
paynjent  due  on  borrowings  of  $860  milUon.  For  this  analysis  it 
is  assumed  that  the  Fimd  obligatioris  actually  would  be  sold  for 
seven  percent,  with  the  elictra  half  percent  added  on  to  cover  the 
costs  of  op.erations.  ^ 
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In  1977  the  Fund  would  pay  cariying:  charges  of  $250 
million  on  the  cumulative  borrowings  in  1975-76  of  $2,956 
million.  The  amortization  payments  grow  to  $1,093  million  in 
1981  and  subsequent  years. 

The  final  line  of  this  section  represents  the  surplus  oPti^ 
five  percent  surcharge  plus  Interest  on  the  Special  Fund,  less 
annual  carrying  charges.  This  is  the  annual  surplus  and  is 
credited  to  the  Special  Fund. 

Special  Fund  iHR— ^ 

The  Special  Fund  shown  1^  the  final  section  of  Table  2 
represents  accumulated  sur{Joa  and  provides  reserves  and 
outlays  for  the  Rolling  StocMHv^  Fund. 

Note  that  the  Special  fVtkd  accumulates  rapidly  in  the 
first  years  of  Trust  Fund  operation,  totaling  $700  million  at  the 
beginning  of  the  second  year  and  $1.4  billion  at  the  beginning  of 
year  three. 

This  Special  Fund  is  the  basis  for  the  line  of  credit 
provided  to  railroads  through  the  Rolling  Stock  Revolving 
F  uid.  This  credit  line  can  total  $1  billion  by  the  beginning  of 
yttiL  r  th  I and  increase  in  subsequent  years  as  the  Special  Fund 
balanuo  grows.  By  1981 .  this  fund  totals  almost  $3  billion  and  is 
growing  at,the  rate  of  more  than  ^50  million  a  year. 

Thus  the  Rail  Trust  Fund  will  work.  A  moderate 
surcharge  on  firelght  revenues  will  generate  multi-billion 
dollar  investments  to"  rehabilitate  our  nation's  rallroads-in  a 
matter  of  years,  rather  than  decades-and  without  any  direct 
commitment  of  public  funds. 
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TECHNIC  AL  APPENDIX 


This  secUon  describes  in  deUil  the  needs  estimates  and 
analysis  of  Trust  Fund  financ/al  viability.  Investment  needs 
were  estimated  for  themaint6nkncedeficit.elpctrUication.yard 
and  terminal  modemization.Anodemization  of  other  roadway 
and  structures,  and  rolling;'  stock  purchases.  The  financial 
analysis  sought  to  determifle  whether  a  five  percant  surcharge 
would  be  sufficient  to  make^the  Trust  F\ind  viable  under  a  range 
of  assumptions  of  inflatioh  and  growth  in  freight  revenues, 

I,      INVESTMENT  N^DS 
Maintenance  Deficit 

The  maintenai^ce  deficit  refers  tfi  the  deficiency  in 
railroad  roa<fway  created  by  decades  of  under-replacement  of 
ties  and  raU,.  Sinc^  tie  and  rail  replacement  are  charged  to 
railroad  operatin^^expenses.  even  though'ofice  purchased  they 
;:Mve  ^long  livey;  they  have  been  prime  candidates  for 
:^economies"  and^*»cost  cutting,"  These  items  are  a  significant 
part  of  rtlilroad/bperating  expenses  (direct  expenses  fortrack 
maintefittnce  \Ji  1072  totaled  7,5  percent  of  overall  operating 
expenses),  and  because  of  their  long  life,  skimping  on  tie  or  rail 
replacements  any  one  year  will  have  little  measurable  impact 
on  operation^.  Over  the  Jong  term,  however,  the  impact  can  be 
disastrous  /as  track  deteriorates  and  slow  orders  a^d 
derailment  mount  *  ^ 

A  detailed  study  of  the  mainten^ce  deficit  on  26  of  the 
ni^tion's  Class  I  railroads  recently  completed  by  Thomas  K 
Dyer.  Inc.  for  the  Federal  Railroad  Administration  formed  the 
basis  for  the  maintenance  deficit  estimates  used  here  (see  Table 
A-l  for  a. list  of  the  25  rail;t>ads).  The  Dyer  study  compared 
actual  rail  and  tie  replacements  on  each  railroad  over  the  1933- 
1»72  period  with  estimates  of  rail  and  tie  requirements:  Annual 
replacementrequlremente  were  calculateti  for  each  railroad  by 
estimating  tie  and  rail  life  based  on  physici^  characteristics 
(e,g,  average  system  weight  of  rail)  and  use  (average  system 
gross  ton  miles).  The  results  varied  by  railroad  and  over  time 
but  overall  the  average  tie  life  of  33.4  years  and  two  position  rail 
life  of  54,2  ye^rs  were  not  greatly  different  from  the  standards 
suggested  by  the  AAR  in  the  so-called  ASTRO  Report  (The 
American  Railroad  Induatry^  A  frospechis,  1970). 

Table  A-2.  summarizing  the  annual  cross  tie  installations 
and  the  ratio  of  installations'to  requirements,  is  taken  directly 
from  the  Dyer  study.  Table  A-3  summarizing  the  main  line  rail 


46 


0 


330 

1^ 


UST  OF  RAILROADS  USED  IN  STUDY  BY  THOB1A3  K;^ 
DYBRf  INC,  FOR  THE  FEDERAL  RAEUROAD 
ADMINISTRATION^ 

PnMni  nairoAds  and  those  Inoluded  ti:rough  »cqui«ltion  or 
merger  shown  in  italios.^ 


SASTBRN  DISTRICT 

Ann  Arbor 
Bal^ore  &  Ohio 
Boston  ai  Mmine 

C«ntrftl  IUUroi«  of  New  Jersey  . 

Ceatnl  Railroad  of  Pena 
Cbssspeake  ai  Ohio 

Pen  Marqufftts     ■  '  ^  ' 
Detroit  A  Toledo  Shore  Line 
Detroit  Toledo  &  Ifonton 
Erie  L«ckmiirsnna 

Krie  iUiJro«4 

DeJai^aro  LaokBwannA  A 

'  Western  Railroad 
Qra^  Trunk  Weetem 
Lehigh  Valley  , 
Maine  Central 
Norfolk  %  Western  ' 
Vir^ginlan 

IVabash  ^ 

Pittsburgh  Si  West  Virginia  . 
New  Yotk  Chicago  &  St.  Louis 
Wheeiinff  A  Laka  Erie 
I'vnn  Central 

Pennsyivania  <■ 
New  York  Central  ^|1>£ 
^  f    New  York.  New  Hav\ 
Hartford 
Reading.^  •  ^  ** 

1. '  ■'■ 

WBSTBHN  DIBl'RICT 

Atchison  Topeka  ai  Sai%U  Fe 

Oulf  Colorado  A  Santa  Fe  . 

PanhandJe  &  Santa  Fe  ^ 

.OkJahoma  City-Ada-AtoJca 
Burlliigton  Northern 

Chicago  Buriington  A  Qutnoy 

Great  Northern 

Northern  Pacific 

Spokane.  Portland  Si  Seattie 


WBSTBRN  DISTRICT  (Cont'd.) 

Chicago  Milwaukee  St.  Paul 
,  4  Paolflc  ^' 

Chicago  Rock  Island  Ai  Pacific 
Chicago  Rock  Island  Si  Oulf 

Missouri'KansaS'Texas  , 
^      MKT  ol  Texas 

Southern  faoifio*^ 

Texas  A  New  Orleans    . . 
Paoilio  Electric 

Union  Pac^Ulc 

Los  Angeles  A  Salt  Lfke 
Oregon  Short  Line  >  <> 
Oregon'Washingion  RR  A  ' 

Navigation  Co. 
St.  Joseph  Si  Grand  /jbJand  ' 


BOtmOERN  DI8TIUCT 

Central  of  Georgia  '  r 
Louisville  fNashvUle 

NashviJJe  Chat«juiooga  A 

St.U}ul»   '  ' 
Monon  (Chicago  Indiatiapolis, 
A^Louisville)  »  .  » 
Seaboard  Coast  Lintf  i  * 
Sesboard  Air  Line  . 
Atlantic  Coast  Line  ,\ 
•   Atlanta  Birmingham  A 
Coast 
Charleston  A  Western 
Carolina 
Southern 

Alabama  Gilsat  Southern 
.  New  Orleans  A  Northeastern 
,    Cincinnati  New  Orleans  A 
Texv  Psoific 
Georgia  Souther^  A  Florida 
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^».« 

100^3  ' 
•  100.1 

m.« 

ioj*». 

lOl.T 

io4.»  : 


.105. •  ' 

'io««a 

1M.4 

m.4 

lOC.f 

lOT.O  . 
107.^3 
IDT. 2 
107.4 
107.  C 
.  107^0 
lOf.a 
100.4.' 

:  iok^7 

lOf.i 
'  lOf.^. 


itoU  track* 

lif.os* 

114, 79S 
114, }t« 
104.154 

LaiM>4aa 
Hii2.a4a 

^1U,«»7 
101. 135 
,i01.7Tr 

i».5sa 

lOO.^W 
.   100,054  ■ 
' 100.004. 

.170/0^* 

lT0.t5«  . 
■  175.007 
175; 050  . 
114.020 
172.002 
171,«03 
170.122 
145.244 
147«5«0. 
147.a»4 

^  ia*oo4  .  , 

.  144#7».. 
.  144iMl, 


Xtm/fm 

./549«<01 
,      571,145  ,  . 
^    ,574.700  . 
'  577.055 
577.5S7_, 
SOO.S^O  . 
503.512  : 
'  504.44? 
S52.04^ 
554. If 2  ' 
.  550.212  : 
..  ,  001.020  ' 

ao5.»o 

■  „  000.450 
■  f 07. 004 


^11%  mi  l  llgOl it »l 


S10»570  - 
751.  UO 
072.244 
1.005,524 
515.540* 
i;«05.245 
1.550.000 
1.551.055 
1.041.9U 
1.207;40l 
,  1.^52^029 
1.050.010 
If 001.795 
9S0.112 
000.044 


1mt»«4^0hN4«M* 


010.499  < 

409.151  - 

-407,074- 
.4«4«201  • 

a04.055«..  ' 

442,407;. 
.  S99.152< 

594.919 

,592,200 
'-.  5«9.U1 

504.400  , 
1504. 529'  r 

v50k.M9.  :.v 

:  570.774  '  .. 
.577.545  .  ;  ■ 

.,57*.:<4r  ;i 

■,  «n,4^»■•^,■.■Tv, 

'.^74.757,-  Sv. 
,  ,574.05jQ?,,i.-,. 


,709,050 
.714.770 
590,170 

5oa;m.  . 
I90.M0  ^ 

■.  241,459  :.■ 
255.404 
2)5.a05 
254.757,  ,  , 
274,009 
310.047  . 
'  .4U,U4  - 
/  2n,tM  V 

.;■;'.»«•**».■-■ 
•  ■  M.vn 

.  <  464.i44 
"SUtfOM"' 


90^ 

151.3 

■  Ul;9 
174. 0< 
171.  J 

-  104.9 
.  520a 
251.1 
/  175.9 
205.2 
200.0. 

101.  r 

105.4, 
157.1 
115,1 
154.4 
lU.l, 
117.9 
90.4 
90.0 
51.1 

■  90.1 
40.4 

"  ■  59.1 
59.7 
50.J 
44.0 
44.5 
71.5 

*  ■ 

42.5 
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.  instjOlatloos  «ad  i^ftiq^ix^rsMnia  wm  omlouUtad  tcom 
^,Ktovid(klin  the  Dyer  '  ' -•  •■'^i 

Ao^iftl  rail  and  tie  raplitpraents  were 
**ag^  k^y  t^er  by  and  ihe  xesolto 

(tieyeiu^  anid  rail  ton  yean)  wi^re  oompared  wittrtbat  required 
by  anotoMl^^  stiuidanl.  Tbe  latter  aaaumeetba 

.  5Q)i«rbeii^fiif  t^^ 
rj^miina  atany;  o^ie  ix>JlnV^^ 

M^bnatea  of  100^  o0im  Ues  ai&d  3.7  million  tons  of  new  rail 
"^neeM  for  tb^^  toioorrisotthe  inaintenanoe  delioit  of 

.'  the  iBSS^'imj^pt^  ''K^r.::- 

V . ;;  T^ese  flguM^were  exi>anded  Ui  aU  Claas  I  railroads  by 

using  tbe  ratio  of  traolc  miles  In  the'raibrpads  studio  ik  each 

district  to  total  track  miles  in  lOTe. 

e^andflfl  usib|i;the  sameifiethod  a^ 
A' were  tben  forb^  to  equal  this  iotal*  tbis  ylsMed  a  deficit  of  14  ij 

mimbn  ties  and     milUon  t^ 
>|jBxt»  1974  tuit  oosts'of  re^ 
.  in  the  Pyer  study  were  ooinparbd  witti  ind|Q>endent  estimates 

baaiBd  <m  AAR  0QBt  |u>oountin^^ 

pribee.  Tbs  pyerjsbidy  oiross^^t^ 

(includinfli  lOllal^or  aml^matdrials)  wasslif^tly  bilgihe 
V;4n^Ut|}^deht  estimate  ($18.7jB).  Tlitf  Pyer  study  also  inobtded  an 
.  ik«^n     je^        bridge  and  switch  .1^  which  a^l^erajite  18^ 
rli^et^t  Qtthe  unit  cost  of  orositie  replaoement^Tbis  refkkrt^ 
^  /All  ^vi^^  <^  about  one  i^tpb  Mid  bi14ge  tiefor  eveiy  Ucoross  - 
instidlation  cost  of  switch  ibd  br^idge  tlM. 

'/^i^riviir^Iacem 

v>|hf  .  j^^  esl^ate  of  $430.  Thus;  the  Dyer  study 

:  of  ihii  oost  of  erasing  the  maintenano^  deficit  iteem 

. .  ample. ' '  '  ;  ' 

\    The  results  of  the  Dyer,  study  for  tl^^'25  railroads  are 
summarized  as, follows:  '    "  *       y     '       -  ^V 


District 


BfilM  of 
Track 


Defertrsd  Maintenmoe 
MUlibnsof  DoUars 


East 
wast 

South 

Total 


SVjSOO 
111400 
38.009 

836^ 


Ties 

$1,000- 
1^ 


$2^ 


RaU 

$i;ioo 

600 
100 

$1300 


$2400 
1,000 
100 

$4,100 
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^  If  the  Dyer  study  results  are  expanded  to  al]^  Class  I 

'  thelotal  current  cost  of  correcting  the  maintenance 

15ef icit  come6  to.$3.^14  million  for  ties  and  $2,569  milUdh  for  rail 
The  Rail  Trust  Fund  proposal  envisions  spending  this  money 
,  over  a  six  Jear  perfod,  with  10  percent  of  the  deficiterased  in  the 
^•firstyear.SOpercentln  years  two  ttfroughfive.and  lOpercentln 
year  six.  In  the  analysis  of  sources  and  uses  of  funds  the 
maintenance  deficit  outlays  were  distributed  over  six  years 
including  an  inflation  factor  for  each  year  ' 


Table  A.4 

■  \  Unit  (Per  Mile)  Coats  of  ElQctrificatibn 

1.  Costs  (1968-69  Dollars)  Per  Track  Mile  .  $ 

A.  Catenary  kq 

B.  Substations  ^^'^ 

C.  Electrical  Distribution  j^^SO 

D.  Signalling  (Standard  CTC  to  Electric)  n  500 

E.  Communications  ^  6  700 
^  ^P-  9***«r  Costs  (Bridges.  Tunnels.  Etc )  1  [202 

\  ^'^V.t®*!^  TTiic)si  Mile       .  '  eiji^ 

l^i.^iA'^^  '  X  1J215 
^•^'Xfi^^i^BiB  Per  Track  Mile.  1974  Dollars               '  io2.548 


Koto  on  Method:  . 

AU  cost  daU  ifrom  Edison  Electric  Institute  Railroad 
Sleotrmcation  (N.Y.:  1968)  cited  in  Federal  Railroad 
Adminiatration.  Co»t-EffectlveiieM  Review  of  Railroad  Blec- 
taclCication,  April  1973.  Cost  ad justiient  factor  for  1969-73  from 
mtlonftlPUimingA88oolatlon.BbonomioPrijectionSerlea73- 
N-l  Table  IX-1.  implicit  price  deflator  for  producers  durable 
equipment.  For  1973-74.  an  additional  eight  percent  inflation  is 
assumed. 

Electrlfldatlon  •  , 

'  The  cost  of  electrifying  the  heavy  density  rail  network 
was  baaed  pn  drfta  presented  in  the  recent  FRA-sponsored 
study.  Coat-Effectiyeness  Revlevt  of  Railroad  Electrification 
and  Edison  Electric  Institute.  RallroW  Electrification  - 
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Based  ,on  these  sources,  a  unit  cpst  elecfi-i^ying 
roadway  ^as  developed.  (See  Table  A-4).  This  includesallcosts 
of  constriicting  catenary,  substations  and  the  distribution 
system, '  modifying  signalling  and  communications  for 
compatibility  with  electric  operation,  and  modifying  bridges 
and  tunnels  as  needed.  It  does  not  include  the  costs  of  acquiring 
electric  locomotives  since  these  estimates  cannot  be  made 
without  a  detailed  examination  of  operating  conditions, 
*  The  unit  costs  represent  an  average  of  costs  for  the  East, 
Midwest,  South  and  West,  as  presented  in  the  cost-effectiveness 
study.  They 'were  increased  by  21,6  percent  to  reflect  inflation  in 
.  the  1969-74  period.  This  adjustment  factor  represented  the 
actual  change  in  the  ' prices  index  of  fixed  investment  in 
producers  durable  equipment,  196flr-73,  and  ah  estimated 
increase  of  eight  percent  in  1974:  ; 

The  high  density  network  with  the  greatest  potential  for 
electrification  was  assumed  to  be  the  14,300  route^ile  system 
analyzed  in  the  recent  FRA-sponsored  report.  That  report  found 
benefits  in  electrifying  S9me  6,200  miles  of  ^e  system,  but 
based  on  present  high  petroleum  costs  and  expected  growth  in 
rail  traffic  in  doming  years,  the  entire  network  was  assumed  to 
have  som^  potential  for  electrification.  In  the  first  years,  the 
Trust  Fund  could  limit  its  outlays  to  those  segments  which  are. 
part  of  the  6j30O  miles,  expanding  electrification  as  feasibililsr. 
studies  dictate.  .        j .  ' 

Tol^l  cost  for  the  electrification  projects  was  derived 
simply  "hyinultiplying  the  per  mile  cost  ($102,548)  by  the  route 
mileage  (14,300)  by  1,75  (the  assumed  ratio  of  track  to  route 
mileage  in  the  network),yThe  result,  $2,566  million  in  current 
dollars,  would  be  spentin\vears  two  through  six;Wi^  iOpercent 
spent  the  second  year,  20  pbrcentin  years  three  and'fqur,  and25 
percent  in  years  five  and  six.  Because  of  the  need  fc^  design- 
time,  no  outlays*  w<$uld  be  made  the  first/^ear.  The  expected 
outlays  presented  in  the  sources  and  uses^iLnalysis  have  been 
adjusted  to, reflect  inflation,  - 


Modernization  of  Yards,  Terminals,  and  Other  Roadway  and 
StniotuFM 

Many  of  the  greatest  inefficiencies  and  much  of  the 
unnecessary  cost  in  tiie  ratiroad  industry  can  be  traced  to  yards 
and  terminals. 'In  many  of  the  large  metrqpolitan- areas,  old, 
scattered  terminals  Jead  ta  dIs|iroportionate  costs  ,  of 
originating  and  terminating  freight,'  High  per  diem 'rental 
payments,  for  ca!|»  and  under-utilization  of  the  nation's  freight 
car  fleet  can  alsolw  traced  to  yard  and  temiinal  inefficiencies, It 
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'Additions  andi  improvements  to  roadw&y  are  another  area 
whereTrailrdads  ha,ve  underin vested.  Some  routes,  often  laid  out^ 
a  hundred  years  ago.  cont&in  steep  grades  and  curves  which  . 
slow  the  movement  of  traffic  and  often  require  added  motive: " 
power  (with ,  conSeq\ient  added  costs).  Modem  construction  , 
techniques  can  eliminate  many  of  these  bottlenecks,.but  this 
resquires  capital^^or  investment-an  item  in  extremely  short 
supply  in  the  rail  industry  of  late.  . 

Whilj  there  is  general  agreement  within  the  industry  that 
yard  and  terminal  modernization  and  improvement  of  roadway 
and  structures  ^are  much  needed,  there  is  little  hard  data  to 
indicate  the  costs  of  such  a  program.  Estimates  used  in  the 
Trust  Fund  proposal  were  based  on  an  examination  of  the 
jrelationship  between  capital  exp^ditures  for  tolidway  fmd 
structures  and  rai^roi^d  output  (iheasured  as  grosfl:  ton  miles) 
over  the  1950'1979"-per'iC)d. 

Annual  gronh  cajpital  expenditures  data  from  the  AAR 
were  converted  to  11958  dollars  using  the  deflator  series  for  non- 
Iresidential  fixed  investment  developed  by  the  U.S.  Department 
of  Commerce.  This  series  was  chosen  in  preference  to  more 
specific  deflators  (e.g.  those  for  public  utilities  construction  or 
producers  durables)  because  of  the  very  diverse  nature  of 
expenditures  for  roadway  and  structures.  iQ^ss  tonniiles  were 
used  to  represent  railroad  output-or  work  done. 

Table  A-5  suinn^rizes  rail  capital  expenditures  in 
roadway  and  struc^jire^  in  the  period  1950-1973.  While  the 
outlays  in  current  dollaf  s  show  an  uneven  pattern,  they  ^eem  to 
indicate  an  expansion  of  investments  in  the  late  196Q'b  and  early 

i870'«.  V 

However,  the  constant  dollar  equivalents  show  a  very 
different  picture.  Expenditures  in  the  1960-73  period  averaged 
'$284  million  annually,  compared  with  $437  million  In  the  1960- 
.54  period— a- decrease  of  one-tliird.  ,  ^ 

In  the  absence  of  detailedeoststydies.theRailTrustFund^ 
proposal  assumed  that  railroad  expenditures  for  roadway  and 
Btruotures  improvements  in  constant  dollars  should  be  the 
same^per  unit  of  output  as  they  were..in  the  more  prosperous 
1950-54  period.  It  should  noted  that  ,  this  was  a  period 
characterized  by  a  high  fevel  St  rail  and  tie  replacenlkents  and 
lower  operating  ratios  than  in  recent  years. 

The  actual  citlouldtion  was  made  by  multiplying  the  1950- 
54  average  expenditure  per  billion  gross  ton  miles  ($0.^832)  by 
the  1973  gross  ton  miles  (2.054  billion)  and  multiplying  by  the 
deflator  (1.449).  This  yields  a  figure  6f  $843  million  which  was 
assumed  to  represent^*the  average  level  of  new  investment 
needed  in  roadway  and  structu^r^  Since  railroads  actually 
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Tia>le  A*6 


OroM  Capital  Bxpenditam  tor  Roadway  knd  StmoturM 
•  ^  Railroad* 


•  . l»SO 
l»5X 
19S2 
IfSl 
19S4- 

itss 

i»S4 

ini 
i«se 

l»5f  . 

i»«o 

'19€1 
1963 
IWl 
1«64 
IMS 
1«6« 
1M1 
19M 
1M9 
1*70 

irti 

1972 
1971 


UUllons  of  DoUai9  : 


Ml 
4M 

402 

122 

Ml 

404 

M7 

258 

250  / 

2M 

219  ' 

240 

2S9 

277 

J27  . 

m  ' 

174 
IM 
421 
IM 

m 


M.7 
92.4 
17.* 

100.0 
104.7 

'  102.9 
10%,4 
104.1 
,  104. S 
105.7 
107.5 
110.1 
lU.t* 
U7.5 
121.0 
130.2 
IM.l 

■119.6  , 
144.9: 


471 

leo 

192 

419 

195 

256 

219 

276 

212 

230 

24«- 

263 

290  . 

363 


•343 
275 
230 
264 
309 


1524 

i6ie 

1575 

155a 

1429 

157« 
1611 
1555 
1412 
1467 

.  1460 
1431 
4487 

.1515 

)ssi 

1754 
V26 
1781 
1827 
1042 
'  1805 
1911 
2054 


.278?^ 

.1124  ; 

.'3068 
.2659i 
.2484** 
,2t22 
.2540 
.1887 
.1639 
.1904 
.1481 
.1547 
.1U6 
.1634 
,1789 
.2064 
*1906  . 
.1755 
•  1072 
.1491 
.1274 

a)66 

.1504 


«  lB680oUlurs  . 

Souro*: -burmit  doUar  ixp^mdlturaa  and  gro8«  t<m 

of  American  Ballroads,  Eoonomioa  and  Flaanoe  Dapanment 
WartiingtQli;  X).C.:  deflator  for  non-Msldential  fUiod;i^«.t. 
oientfroii^  tr.B.  Department  of  Commeroe. 

■      .  .    . '  '  ■      ■  *  4      .  . 

1*  1    ■  ■  ... 

.invested  $449  mllUon  from  their  own  sources  in^l^.  the 
difference,  or  $394  million,  represents  the  amount  tAe  Trust 
Fund  should  provide,  nthia  is  expanded  to  cover  six  yiars  the 
total  (in  1974  doUars)  is  $2^4  miinon.  ^  yp*".ine 

Since  capital  expenditures  often  change  quite  bi{f^m 
year  to  year,  a  similar  calculation  was  made  for  tbe  1971-73 
period,  and  it  yielded  a  six-year  total  of  $2,430  milUon  which 
was  quite  close  to  the  first  Fox  the  sake  of  simplicity,  this  was 
rounded  to  $2.400'inilllon  (in  constant  dollars)  over  the  slx-year 
period. 

In  the  sources  and  uses  offunds  analysis,  one-third  of  this 
is  assumed  to  go  for  yards  and  terminals,  and  the  res t  for  other 
roadway  and  structures.  ' 
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As  with  other  classes'  of  expenditures,  mdideniizatioti 
funddjwould  be  spent  over  a  six -year  period.  The  financial 
analysis  assumes  that  10  percent  would  be  spent  in  year  one ,  20 
^  percent  in  years  two  through  five,  and  10  percent  in  year  six. 
with  adjustments  made  for  the.  effects  of  inflation. 

It  should  be  noted  that  outlays  in  these  two  areas  will 
supplement  basic  outlays  fqr  rehabilitation  of  ISrack  in  existing 
yards  and  terminals  and  for  electrification  of  heavy  density 
.routes.  Thus,  in  many  cases,  investments  in  yards  and  main 
lines  woulc|  qualify  for  fimding  from  mdre  than  one  Trust  Fund 
category.  •  ^'^j- 

It  should  be  noted  that  the  resul^tsof  this  analysis  were  hot': 
very  different  from  those  in  ^the ;  ijfVSTRO  Report  whicft  . 
recopimended  a  doubling  of  current  dapital  expenditure&.W . 
,  roadway  and  structures  over  the  1970-1980  period.         '  . 

Rolling  Stock  Puroliases  ■  ^  . '  '  ' 

In  1973.  more  than  59.000  new  and  r^builtfreightoarsJ^d' 
almost  1.400  locomotives  were  installed  ,by  the  naiiOp-a 
railroads.  Continued  acquisition  at  or  abn^ve  tl^s  level  can^jbcj^: 
expected  in  the  future,  although  a  number  of  factors  make 
accurate  forecasts  of  needs  difficult.        ;    *  -  ■  ►  . 

The  difficulty  of  forecasting  car  and  locoxjiotive  needs  is  ' 
illystrated  by  comparing  present  f leeis  with  the  needs.foreci^t 
in  the- ASTRO  Report  published  by  the  AAR  In  1970.  The 
nation's  freighter  fleet,  which  totaled  1.7  million  units  at  the 
end  of  1973,  falls  between 'the  1977  ancj  1978  ASTRO  needs 
Estimates  while  the  locomotive  ,  inventory  of  nearly  27.500 
matches  the  ASTRO  forecast  for  1975-76.  Yet,  shippers  today 
are  complaining  vigorously  abqiit  the  s^ere  shorti^e  of 
rolling  stopk.  and  the  AAR  recenilly  estimated  100,000  units 
were  needed, 

Growth  in  business,  more  efficient  car  And  engine 
utilization  due  to  track  and  operating  improvements,  and 
changes  in  th^  nature  of  business-all  of  which  may  tjje  induced 
by  the  Trust  Fund -influence  the  need  for  increased  rolling 

stock.  y  .  ^  '  ' 

Tables  A-6  and  A-7  summartee  data  on  the  car  shortage  fts 
reported  by  the  AAR  and  ICC.  The  average  daily  shortage  in  the 
12  months  e;iding  April  1.  1974,^was  ahnost  35.000  cars.  At 
current  car  priqes  each  $1  billion  in  Rolling  Stock  Revolving 
Fund  credit  would  finance  20-40,000  cars  (and  750-2.000 
locomotives).  While  thfs  is  in  the  same  range  as  the  reported  car 
shortage,  it  is  substantially  less  than  the  annual  retirement  of, 
80.000  units  assumed  in  the  ASTRO  Report. 
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THmTRSND  IN  nUOGRI  CAR  8HORTAQB 
™^  NUMBBR  OF  GARS* 


t063 
1064 
1966 
1968 
1907 
1968 
1969 
1970 
1971 
1978 
1^ 
1974 


888 
1.480 
910 
4JMM 
1^ 
1^ 
3,110 
7.966 
8JK98 
430 
&0J976 
88J04 


weekof  Jtouaryofe«chy«Ar. 


Source:  Interctate  ppnu] 


Commission  mn'' 


*  asoc 


T«bl«  A-.7 


8KA80NAL  FREIGHT  CAR  8HORTAOB8 


BYMONTp 
AND  YEAR 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SEPTEMBER 

CXrrOBER 

NOVEMBER 

DECEMBER 


Total  Numboi*  of  Can* 


1972  1973  jgy^ 

«0       •       BojaTe  28.994 

«.132  34355  41.616 

2.419  42J534  4aj261 

2.750  37.543  32.079 

.2.774  33;280  21.875 

1.580  30.188  14358 

^301  29.826  10  584 

8.780  32.096  13.167 

5.980  35.232 

7.168  33330 

li;282  38.883 

10.999  33.401 


•  Average  daily  freight  car  shortages  for  the  first  week  of  each  month. 
Source:  ^^^^^^^^merce  Commission  and  Association  of  Ameri- 
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Jin  aword.then.  a$l-to$2-billion  line  of  credit  will  make  a 
signiificant--but  only  a  partial--cpntribution  to  car  shortages. 
Improved  utilization  and  continued  financing  through 
conventional  sources  will  be  required  ^  eliminate  the  chronic 
problem. 

II.   TRUST  FUND' INCOME  AND  FINANCIAL  VIA^ILItY  * 

This  seciion  describes  t^e  financial  viability  analysis  of 
the  Trust  Fund  proposal.  First  a  ba§e  case  was  defined  with 
#m9deratei  inflation  and  moder^e  growth  in  Treight  reven\|^s. 
Next,  a  •'wonte  case"  was  analyzed.  This  case  assumed  high 
inQation  and  low  gFowth  in  revehu^--a  combiijatioh  which,  in 
\he  extreme,  could  deny  the  self^liquidating  feature  of  theTrust 
Fund.  ■  **  i 

The^oJlowing  assurr^ptions  underlie  both  cases-.4 1)  initial 
estimate.ofTrustFi^d  outlays  of  $10.740'n>inioiVln  1974  dollars; 
(2)  annual  surcharge  of  five  pfi^-cent  of  gr'i^s  freight  revenM^s;*" 
^(3)  ^nual  carrying  chargfe  of  7.5  percent  (7  perceBt  ^  year 
obligations^and  percent  tocher  administrative  costs;  and  (4) 
surplus  and  special  fund  earn  interest  ort'  percent.  i?t  - 

^In  addition,  the  base  ca^  assumed  the  followirjif^/ 

1)  Moderate  cost  infl^on  at5.25  percentannual  average 
in  the  1974-78  period  and  3Il30. percent  in  1979-80.  This 
corresponds  to  the -'implicit  deflator  for  non- 
residential fixed  investment  in  the  National  Planning 
Association's  '  Economic  Projections  for  1973-74 
(Report  73-N-l  Table  IX-1)./  '  , 

2)  Growtia  in  freight  revenues  averaging  7."?  percent 
annually  ov^r  the|^riod.  Freight reverrue  projections 
were  made  using  a'r^ther  simple  method  and  have  no 
claim  to  high  accuracy;  they  are.  however,  consistent 
with^ther  freight  revenue  projections  for  the  period. 

^         The  worst  case  assumed: 

1)  A  cost  inflation  rate  50  percent  above  that  in  the  base 
^  cas^.  or  7.88  percent  annual  average  in  the  1974-78 

period  and  4.95  percent  in  1979-80. 

2)  A  freight  revenue'growth  factor50  peroent  lower  than 
that  used  in  the  base  case.  averaging3.85  percentafter 
1975. 

Taken  together,  the.worst  case  assumptions  mean  that  the 
inflation  rate  is  about  80  percent  higher  than  the  growth  in 
revenues— an  extreme  but  highiy  unlikely  situation  which 
would  occur  only  if  there  were  a  high  rate  of  inflation  and  an 
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m    »      •   n*^    ^n»"on  assumption  means  that  the  cost  of 

S^^^^n^.  f    .  ,^  "'"^  """'y  °f  the  Trust 

Fund  in  the  first  Six  years  would  be  ^aa  mm iX»  ^luoi, 
»t2.904  million  to  the  base  4se.  compared  to 

from  t^^I  "l" ^^'^'^  Trust  Fund  income 

from  the  surcharge  comes  to  only  $991.4  mllUon  in  year  seven 
compared  with  $1^275.4  million  in  the  base  case  ^ 

»     "f^'^f ""^^^  circumstances,  however,  the  Trust  Fund 
exc^  th^  amortization  on  bormwi^gs 

fn  ^"l^^'"*^  y'^'*^  P'""  interest  from  the  Special  Fund 

in  1981  and  1982  by  $44  and  $9  million  respectively  toese 

By  1883  the  Trust  Fund  s  ordinary  income  would  agai^^ 

^"^rtTrs^rrnr^^-^-"---^- 
^wtfi^s-jLtSrs^^^^^ 

Inflation  Rates  '  •  .  ' 

Trust  Fund  calculations  used  the  price  deflator  for  non- 
^sident^l  fixed  javjlt^ent.  The  historical  se nes  was  "ha 
developed  by  t^V|«6.  IJepartment  of  Commerce.  Bu^au  o 

•  t°T^i'80  oelfe^  l"^^^^-^  Dena"rs  for 

me  1974-80  penod  those  used  in  National  Planning 

Association  s  forecasts  of  the  U.S.  economy  in  the  1^3^ 
penod  (Report  73-N-l.  February  1974).  , 

As  noted  earlier,  the  deflator  for  non-residential  fixed 
mvestment  was  selected  as  being  most  reflective  of  pr^e 
changes  m  a  highly  diverse  mix  of  labor,  capital  and  materials 
which  the  Trust  Fund  would  finance.  materials 

Freight  Revenue  Projections 

..mwth'^n  T™^' f  ""'^  ^"^^  ''"se  assumes  an  annual  average 
growth  in  freight  reve.nues  of  7.7  percent  in  the  1974-81  period. 
This  is  a  conservative  estimate  that  does  not  attribute  anv 

wm  r  f.T""'  ^  'r'"'  ■'"P'-vements-which  undoubt^ij 
will  result  from  the  Trust  Fynd  investments 

a  crrlr^^'  '^"^""^  ^'nP'y  assumptions  about 

lenlToHTJ,  T?'"'  '""""^^^  by  commodity.' 

TlnZl      V  divisions,  and  rate  revisions. 

Thr7  7^„       .  °"'  competition  and  other  factors 

The  7.7.percent  rate  seems  to  be  conservative  both  with  regard 
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to  other  recognized  traffic  growth  projections  for  the  period  and 
assumptions  about  other  revenue  and  rate  factors. 

The  7,7'percent  growth  rate  was  taken  from  the  May  1973 
report  of  Temple,  Barker  &  Sloane,  Inc.,  consultants  to  the  Penn 
Central  railroad.  It  represents  the  implicit  factor  in  their 
projectipns  of  Penh  Central  net  revenue  for  the  1972-1978  period, 
assuming  a"fullsyQtem"  (i.e,  the  present  Penn  Central  system). 
A  more  recent  report  by  this  same  firm,  completed  in  March 
1974,  forecasts  a  growth  in  freight  revenues  for  the  full  system 
of  9.2  percent  a  year  in  the  1974^1978  period.  (See  Affidavit  of 
Carl  S,  Sloane  before  the  Penn  Central  Reorganization  Court, 
Debtor  No.  70^347.  March  25.  1974  hearing).  Given  the  fact  that 
Penn  Central  is  currently  bankrupt  and  also  serves  the  slower- 
growing  Eastern  District  markets,  the  Trust  Fund  revenue 
'  forecast  is  modest. 

The  Trust  Fund  projections  were  compared  with  those 
contained  in  the  1972  National  Transportation  Report  of  the  U.S. 
Department  of  Transportation  which  forecast  1980  freight 
revenues  of  $14,510  million  1969  dollars  (see  pp.  f09-ll).  If  the 
annual  growth  factor  of  2.8  percent  implied  in  this  forecast  is 
applied  to  actual  19^3  revenues,  the^ result  is  a  forecastrbf  $16,822 
million  by  1980  (in  1973  dollars),*  This' must  be  adjusted  for 
expected  price  rises  beforei^can  be  compared  to  the  Trust  Fund 
revenue  growth  factor.  One'factorto  use  in  such  an  adjustment 
is,  the  implicit  deflator  for  gross  national  "prod^uct.  Latest 
projections  by  the  National  Planning  Association  (Report  73-N- 
1.  Table  IX-1)  contain  an  implicit  GNP  deflator  which  grows  at 
about  4.25  percent  in  the  1973-83  period.  App'  mg  this  to  the 
above  forecast  yields  an  expected  freight  revenue  of  $22,511 
million  in  1980.  slightly  higher  than  the  S21.520  million 
assumed  in  the  Trust  Fund  analysis.  . 

The  Trust  Fund  projections  were  also  compared  to  those 
.in  the  ASTRO  Report  of  the  AAR.That  reportassumed  a  growth 
in  reveftue  ton  milesi  averaging 3.5  percent  in  the  1970-80  period. 
Applying  this  growth  rate  to  actual  1973  freight  revenues  yields 
an  estimate  of  1980  revenues  of  $17,550  million  (in  1973  dollars). 
Inflating  this  by  the  same  4.25  percent  GNP  deflator  yields  an 
estimate  of  $23,485  million  for  1980  in  current  dollars.  This  is 
significantly  higher  than  the  estimate  assumed  in  the  Rail 
Trust  Fund  for  that  year.  ^  , 

The  revenue  growth  in  the  worst  case"  is  of  course 
considerably  lower,  and  implies  little  or  no  growth  in  ton  miles 
and/ or  little  ability  of  railroads  to  capture  price  increases  in  the 
form  of  rate  revisions.  Clearly,  this  is  an  unlikely  set  of  factors 
for  the  railroads  under  all  but  the  worst  economic  conditions. 
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.         .  •    .        345  y  .  ,^ 

Mr.  DANiELS..  You  made  reference  in  the  course  ,of  your  testi- 
mony about  the  studies  you  have  made.  Do  you  have  them  with  you* 
alsof  f  . 

Governor  SiiAPr.  In  my  testimony^  1  made  refegecnce  to  the  re- 
financed education  so  us  to  eliminate  property  tax  burden  for  educa- 
tion. I  have  a  phxn  here  on  setting  up  a  national  education  trust 
fund  that  would  take  over  the  local  share  of  taxes  and  eliminate  the 
need  entirely  for  local  taxes. 

My  feeling  is,  until  we  find  a  way  to  get  away  from  property 
taxes  our  cities  are  going  to  continue  to  decline  and  we  will  have  a 
lot  of  economic  problems*. 

Mr.  Danibijs.  I  will  ask  unanimous  consent  that  the  plan  per- 
taining to  education  also  be  made  a  part  of  the  record.  Is  there 
any.  objection  to-  filing  those  two  plans  for  the  record? 

[The  document  referred  to  follow^:] 
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The  National 
Education 
Trust  Fund 

A  Practical  Plan  to  Cut  the  student  Share  of 
College  Tuition  in  Half  and  to  Finance  an  Expanded 
Public  School  System  Without  the  Need  for 
Property  Taxes!  .  ' 


By  Milton  J.  Shapp 

Governor  of  Pennsyly^rif^'  . 


>>.■,.-  ... 


Price  $1.0iO 
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» 

The  National  j| 
Education  Trust  Fund 

NETF  is  a  practical  plan  to  finance,,  ex- 
pand and  make  education  and  training  pror 
grams  available  to  Jtor^  people,  ' 

This  pamphlet  outlfhes  a  practical  system 
fdr  financing  schooling  from  kindergarten 
through  college-  and  .graduate  school.  But 
the  concept  can  be  applied  to  day  care, 
vocational  training  schools,  special  schools 
.for  the  retarded  and  handicapped,  for  workr 
jng^adults.  ahd  even  for  senior  citizens,  ^ 

Think  of  school'lfbraries  full  of  books,  arid 
an  expansion 'of  drarpa.  music  and  art 
courses.  .  \- 

Let.your  imagination  run  loose  and  think 
of  all  the  'advantages  NETF  can  bring  to 
Americans  of  all  ages,  and  all  backgrounds 
under  a  funding  system  that  is  self- 
liqtjidating, 

NETF  opens  up  a  new  future  for  Amep- 
icans^of  all  ages  and  backgfcfiinds, 

NETF  can  revolutionize  the  future  of  our 
great  nation  and  make  it  possible  for  alt  our 
people  to  enjoy  richer,  fuller  lives,      '  . : '  »• 


Milton  J.  Shapp 
Governor  of  Pennsylvania 


February,  1976 
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FOREWORD  . 

My  wife  Muriel  was  raised  and  educated  In  Brooklyn. 
.    I  was  raised  and  educated  in  Cleveland.  * 
^      Now  we  live  and  pay  taxes  in  Pennsylvania.  Neither  New  York 
,  City,  or  st^te;  nor  Cleveland  or  Ohio,  get  any  refum  t)n  the  longrterm 
Investment  these  governments  made  to  educate.us. 

No  business  can  afford  to  make  substantlal  long-term  Invest- 
ments  without  assurances  of  future  yield.  Yet  that  is^exactly  what  Is. 
happening  in  the  United  States.  Many  cities  and  states  bear  the  long- 
,  teiVii  cost  of  educating  young  people,  btt  too  often  do  not  enroy  the 
financial  return.  .  • 

This  is  a  major  reason  why/public  education  is  so  seriously 
under-funded  today  In  many^citiei  and  states,  and  why  some  of  our 
ITiajor  cities  are  in  such  serious  financial  shape. 
>  The  establishment  of  a  National  Education  Trust  Fund  (METF) 
can  open  a  f»ew  era  in  America.  It  will  permit  coojmunitjes  and  states 
to  expand  all  types  of  education 'and  training  facilities'- without  fina'n- . 
cial  risk.  NETF  will  ^Iso  create  many  additional  jobs  in  the  educa- 
tional system  if  self .  .  '     .        .  . 

NETF  will  make  it  possible  for  all  our  young  people— regardless 
otrace*  sex.  creed,  ethnic  origin  or  family  wealth— to  obtain  t^e  best 
possible  education  and  training  so  that  they  will  becortie  better  pre- 
pared  to.  participate*fully  in  tomorrow's  economy. 

And  most  Fmportantly,  NETF  will  provide  all  of  these  benefits, 
eliminate  tfie  need  for  Iqcal  prbperty  taxes  to  finance  pubHc 
educatfon,  and  maintain  the  present  system  of  local  control 
of  edu^tionalpoltcymaklng. 

'  NETF  Is- not  a  fanciful  vision.  It  offers  a  practical,  businesslike 
way^inance  an  expanded,  improved  education  syslem  in  America 
^  The  adoption  of  NETF  can  spark  greater  growth  and  enrich 
more  live^  during  America's  third  century  ,than  any  other  single 
program.  *  ;   ^ 

NETF  is  solidly  .based  upon  established  principles  of  invest-  < 
ment-  Just  read  this  booklet  and  judge  for  yourself.  Then  sit  back 
and  think  of  all  the  things  that  can  be  accomplished  in  your  neigh-  ^ 
borhood.  your  city,  your  state  apd  in^he  nation  by  the  establishment 
of  a  National  Education  Trust  Fund. 
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NETF: 

A  Practic^  Way  to  Fihaihce 
An  Expanded  Ediicafional  System  < 
In  the  United  States  ' 

In  previous  decades  it  was  not  neclssary'jpr  a  person  to 
fontially  educated  to  bold  a  job.  A  ms|j^  couid  bje  productive  fn  a 
rniU,>on'a  term,  or  In'a  mine  for  his  entire  lifettme  without  ever  ieam- 
ing  how  to  rbqcL;write  or  do  simple  aeithmetic.  .  \      '      ,   >  * 

Women  s[»nt  much  of  the[r  time  doing  household  or  farm . 
chores,  orWrking  in  shops  where  h&id.skiils  were  more  inrtportant 
than  book  knowleclge.  s  ' '    *  " 

Life  was  simpler  an^  so  were  the  skilf  and  knowledge  require- 
ments for,  wage  earners.;;  - 

All  this  has  changed/Very  few  jobs  are  available  in  today's 
stores/Offices/ laboratories,  factories  or  mills  for  the  juneducated  or 
unskilled.  Even' where  a  specific  job  calls  for  but  little  book  knowl- 
edge, employers  who  have  a  choice  will  hire  a  person  with  greater 
knowledge -because  6uch  a  worker  can, be  trained  more  readily  to 
become  a  more  versatile  employee.  .  • 

Thus,  more  and  more,  the  doors  of  opportunityv-.are  being 
slammed  in  the  faces  of  undereducated.  unskilled  people,  who  then 
become  a  drag  on  the  economy.  :  ^  ^ 

A  study  made  Ifr  Pennsylvania  several  years  ago  revealed  that 
•  79  percent  of  the  heads  of  welfare  families  had  failed  to  go  beyond, 
the  eighth  grade  in  school  and  only  3  percent  had  any  kind  of  post 
high'school.training. 

The  lesson  is  obvious.  Etther  we  provide  the  opportunity  for  ^11 
our  people  to  receive  better  education  and  training  sp  they  can  be- 
come wage  eamers,  or  we  are  going  to  continue  to  pay  out  fiuge 
,  sums  for  many  years  to  sustain,  them. 

This  waste  is  npt  only  costiy;Nt  is  needless  as  yvell.  By  educat- 
ing all  of  our  peopte  and  helping  them  obtain  the  knowledge  and 
skills  they  need  to  be  productive,  we  can  give,  them  the  ability  to 
jojn  the  maingfre'am  of  American  life  and  become  taxpayers  instead 
of  wards  of  the  state.  »  ^ 

Education  is  the  key  to  better  jobs  and  higher  income  for  indi- 
viduals, greater  output  for  the  nation's^conomy,  and  increased, 
future  tax  y/eWs  for  all  levels  of  govemment.  ' 

Education  is  ihs  highest  yield  investment  this  nation  can 
'make.  Every  dollar  spent  to  devel^  our  human  resources  %vlH  be 
ff  turned  many  times  over  during  a  persoh's  working  lifetime.  Not 
only  do  educated  people  have  greater  diances  of  obtaining  Jol^ 
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md  ttaying  off^  UNrfffara,  but  thmy  ara  ttts  llkaly  to  rasort  to 
vMMt  crimo  to  tul>tlst  Thus,  education  laada  to  a  mora  aatiafy- 
ing  Iffa  and  a  riehar,  aaffar  aociaty. 

_  Yes.  . an  investment  In  e^jUcalion  will -more  than,  ps^y*  for  itself, 
Wpwever,  because  of  the\ way  vve  finance  puk?lic  education  ifi  the 
United  States  today/ millions  pf  young  people  are  denied  an  oppor- 
tunity to  participate  fully  in  pur  society.  ^ 

The^PropertyTax  Problem 

Much  ofv  Olir  problem  is  that  vye  rely  heavily  on  loCal  piroperty 
taxes  to  pay  for  a  large  share  of  the  . cost  of  public  schools; 
y  -  But  property  taxes  represent  the,  worst  possible  source  for 
finartcihg  educatiori,  sinc'e  they  are  inelastic  a^d  regressive, 
•      The  first  characteristic  means  that  tax  yields- grow  more'slowly 
than  overall  Increase?  ifi  economic  activity.  For  every  1  percent  in- 
crease in  income,  property  tax  revenue  grows  less  tharf  0,8  percent 
Thus,  prpperty  \s^^(es  must^be  raised  cbnstarttly  just  to  ke^p  pace 
with  rising  prices  as  Well  as  to  rnaet  increasing  d&m|nds  for  eduoa- 
tion.  Home,  factory  and  store  owners  kn(^this^,t66  wolK, 

Second,  property  taxes  are  regressive/plQ&^  greater  burden 
on  families  with,lower  income— precisely  the  people  least  able  to 
afford  taxes.  (Chart  I  shows  this  clearly,)  As  family  Income  declines, 
the  effective  property  tax  rate  increases.  ■  -  ' 


Property  Taxas  as  a  Percentage  of  family  Income  for  Ovnier 
Occupied  Single  Family  Homes  Decrease  as 
Family  income  Increaaes 
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^Moreover,  there  is  absolutely  no  relationship  betweerv  the  arti-  , 
ficially  assessed  value  of  a  home,  factor/,  store  or  office  building 
and  the  value  of  an  education.  It  is  this  taxation  without  relationship  , 
(in  addition  to  the  high  rates)  which  has  contributed  to  the  growing 
anger'among  taxpayers-r-particularly  among  senior  citizens. who  are  " 
having  such  a  difficult  time  subsisting  on  their  meager  pensions  and 
Social  Security.  *  - 

Property  taxes  also  create  serious?  economic  ^and  so6ial  conse- 
quences in  a  community  by  encouragiftg  thd  abandonment  of  homes 
and  the  .flight  of  businesses  from  many  of  our  older,,  established  ^ 
areas.  The  loss  of  hundreds  of  tl\ousands  of  j^sIn^New  York,  Phil- 
adelphia, Baltimore^  Newark,  Detroit  and  a  score  of  other  cities,  and  ' 
the  decays  and  deterioration  of  entire  neighborhoods,  are  directly 
related  to  propertvcta)^  inequities.  ^ 

Yet,  under  existing  financial  arrangements.  locaLschobf  districts 
In  the  nation  must  raise  over  half  of^he^  revenue  needed  to  fund 
primary-secondary  education,  and  nearly  90  percent  of  this  local 
revenue  comes  frofn  the  property  tax,  (See  Chart  II, )   ,  ' 

•  In  recent  years,  this  source  has  been  stretched  to  its  limit,  and. 
states,  with  their  broader  tax  bases,  have  had  to  increase  their  share 
of  the  load,  (See  Chart  III.) 
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Property  taxes  cannot  be  reduced  or  eliminated  as  a  source  of 
funds  for  educatiorr  without  fundamental  reform  of  the  entire  method 
of  finahicing  education.  Further  attempts  to  shore-up  the  present 
financing  system  simply' are  not  feasible.  For  example,  the  AcJvisory 
■ftommission'''on  Intergovernmental  Relations  analyzed  the  possibility 
of  substituting  state  ftinding  entirely  for  local  property  taxes,  bgt  con- 
cluded that  ia  1973*  it  would  have  cost  the  states.-an  additional  $25 
billig^  to  do  this.  This'was'equal  to  about ^0  percent  total  general 
fund'expenditures  by  the  states  that  year.  -  ■ 

*  It  would  necessitate  such  staggering  increases  in  state  taxes 

that  this  method  is  not  practiqal.  .         ■  /  - 

'  '  ^  "* 

Financing  Higher  Education 

C      The  present  financing  structure  for  higher  fiducatioi^s  some- 
what different — but  no  more  equitable  or  efficient.  The  states  provide 
the  largest  single  source  of  funds  for  higher  education,  more^Hhan 
one-third  in  recent  years.  (See  Chart  IV.)  But  close  behind  are  stu-  , 
dent  tuition  and  fees  which  account  for  more  than  one-quarter  oi^jj'^ 
higher  education  revenue. 

As  the  tosXs  of  education  have  skyrocketed,  many  phvaie 
schools,  colleges  and  unifetsities  have  had  to  increase  tuition  regu- 
.  Icfrly  in  order  to  balance  their  budgets.  In  fact,  average  Wiition  ^t 
institutions  of  higher  education  has  doubled  inMhe  last  10  years  and 
by  1980  it  is  e)^pected  to  totel  $4,000  a  year  at  many  private  institu- 
tions. At  the  saine  time,  ^hools  arid  colleges  have  been  cutting  back 
programs  and  firing  faculty  to  alleviate  the  casb  squeeze. 

Reliance  on  tuition  and  student  fees  for  a  large  share  of  private 
school  budget^  excludes  lacge  segments  of  our  society  from  the 
benefits  of  post  high  school  education.  Unless  something  is  done  to 
change"  this  situation,  the  road  to  economic  an,d  social  progress  will 
be  narroweO  or  closed  to  millions  of  young  people  whose  parents 
cannot  afford  to  pay  tultiori.  ^| 

Pcet^iric^  Need  tor  Raiocca  ? 

Thus,  it  is  becoming  ever  more  obvious  that  our  system  of 
financing  must  be*  reformed.  States,  local  governments  and  private 
schools,  colleges  and  universities  by  themselves  cannot  continue  to 
supply  the  money  needed  to  support  the  growing  needs  for  educa- 
tion in  America.  Nor  can  the  studen*/ 

The  Federal  government  must  play  a  major  new  role  in  financing 
education,  because  .neither  the  benefits  of  schooling  on  the  one 
hand  nor  the  problems  of  welfare  .and  crime  on  the  other  are  re- 
.  strlcted  by  city  and  state  boundaries. 

But  increased  Federal  funding  must  noi  upset  the'  basic  respon- 
sibility which  the  states  and  local  governments/have  for  education 
under  our  systern-of  government.      .  ' 
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It  must  not  change  the  nature  of  lo<6al  control  of  our  schools 

And  It  must  not  compromise  th6  independence  o>  qut  private 
colleges  and  universities—an  independence  Which  has  fostered  cre- 
ativity and  academic  exqellence.  ' 


CHART  IV 

Educational  Expenditures  by  Educational  Level 
and  Source  of  Funds 

HIGHER  EDUCATION 
1973-74 


STATE 


OTHER 
SOURCES 


ENDOWMENTS 
■  & 

GIFTS 


TUITION 


LOCAL 


FEDERAL 


TQTAL  ELEMENTARY-SECONDARY 
1974.75 


FEDERAL 


OTHER 


LOCAL 
SOURCES 


STATE 


source:  ^^rH^Oorncr^^^^o.  S,a„s„c3,  Digos.  o,  Educa.iona,  S,a„s„cs, 
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The  Role  of  NETF  ^. 

Against  this  background,  examine  the  straightforward  and  prac-  ■ 
t^cal^way  to  fmaqce  education  through  a  National  Education  Trust 

The  Federal  ■government  would  establish  the  NETF  and  invest 
the  seed  money"  to  get  the  program  started 

Once  established.  NETF  could  supply  funds  to  all  public  school 
systems  to  replace  revenue  now  raised  by  local  property  taxes  This 
program  could  be  phased-in  over  a  period  of  several  years 

NETF  could  also  supply  funds  to  students  "attending  private 
schools,  colleges  and  universities,  and  vocational  schools  largely 
replacing  present  tuition  payments.     '  •     ^  r  ' 

Day  care  costs  ijbuld  also  be  financed  through  the  NETF 

In  each  of  these  areas,  the  Trust  Fund  cguld  allocate  an  annual 
payment  for  each  student,  based  on  his  or  her  course  of  study  and 
particular  needs,  Schools  woi^d  receive  a  basic  entitlement  foTeach 
student.  A  higher  amount  would  be  granted  if  that  student  were 
handicapped,  or  from  a  disadvantaged  family.  Similarly,  colleges  and 
graduate  schools  could  receive  an  annual  entitlement  wrfch  reflected 
both  the  cost  of  their  programs  and  the  valoe  of  the  programs  in 

ZTITT  ^'^^^"'^  in  health 

r.frr^^  '  larger-than-average  entitlement  in  order 

to  stimulate  an  increase  in  trained  health  personnel 

When.in  full  operation,  NETF  could  finance  half  of  the  cost  of 
education,  at  all  levels.  Table  1  shows  how  the-Trust  Fund  could 
1974  STi^  f -national  frnances.  Had  it  been  fully  operable  in 
III  ;     c     H  ^ff,^°"'^'buted  $28,9  billion  in  pfece  of  local,  pjopV 
eny  taxes  and  $14.2  billion  in  place  of  private  tuition  and  fee^  Thus 
local  expenditures  could  have.been  reduced  from  $33.6  billion  to  $4  7  ' 
billion,  and  tuition,  fees  and  other  funds,  from  $27.8  billion  to  $13.6 

'  How  METF  Could  Affect  Educational  FInanclna 
(Billions  o<  Oollart)  " 

,eSsT...  j.  'irr  "rlr 

L-,:^:,:;'::::::::::  m  'r^ 

Private  Tuition  and  Other.      27,8  14.2  13  5 

]^J^^i  '  ■■  $110.4  1^ 

Note:  Present  Federal  contributions  are  channeled  through  NETF 

Local  property  taxes  eliminated  completely  in  this  example 
Source:  Actual  1974  expenditures' from  National  Center  for  Educa- 
•    '^'°J^Statistics,.  Projections  of  Educational  Statistics  to  1 983-  • 
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Repayment  to  NETF 

Once  established,  the  NETF  would  be  self-sustaining,  with  no 
additional  commitments  needed  from  general  Federal  revenues. 

Repayment  for  the  NETF  advance  would  begin  when  a.student 
'decides  to  leave  the  educational  system^after  high  school,  trade 
^chool  or  college — and  obtains  employment.'  At  that  time  a  small 
surcharge  would  be  added  to  his  or  her  Federal  Income  tax  each 
year  to  repay  NETF  for^j^nds  previously  invested  in  that  person's 
education.  *    '  - — — ^— — 

The  surcharge  would  vary,  depending  on  the  number  of  years  a 
student  spent  in  school,  the  type  of  education  received,  and,  of 
course,  upon  the  level  of  his  or  her  income.  One  analysis  of  repay- 
ment suggests  that  for  typical  family,  a  rate  of  less  than  one-quarter 
of  one  percent  (0.25%)  of  income  for  each  year  of  education,  pay- 
able from  age  25  through  64,  would  be  sufficient  to  reimburse  the 
NETF  investment.  (A  more  detailed  discussion  of  this  analysis  is 
contained  in  Part  II.) 

This  surcharge  would  eliminate  entirely  the  need  for  local 
property  taxes  to  finance  primary  and  secondary  education,  and 
largely  reduce  the  lev^l  of  tuition  payments  for  private  schools, 
and  higher  education  Institutions. 

The  advantages  of  replacing  the  property  tax-based  system  with, 
the  NETF  should  be  obvious.  ' 

Rrst,  NETF  would  fund  education  based  on  an  elastic  tax,  the 
income  tax,  with  yield  increasing  faster  than  the  growth  in  the  na- 
tional economy.  Thus  there  would  be  no  need  for  constant  rate 
increases,  as  there  is  with  the  property  levy. 

Second,  the  NETF  surcharge  would  be  a  progressive  tax.  Those 
people  With  higher  incomes  would  reimburse  the  NETF  at  a  higher 
rate  than  those  with  lower  incomes.  Moreover,  the  NETF  surcharge 
would  be  collected  only  from  people  actually  employed,  and  only 
up  to  age  64.  Thus,  older  Americans — many  of  whom  are  on  fixed 
incomes — and  who  are  among  the  most  burdened  by  property  tax 
inequities— would  receive  substantial,  immediate  relief  by  eliminating 
local  property  levies,  and  would  not  have  to  pay  any  surcharge  for 
education  upon  reaching  age  65. 

Senior  citizens  who  rent  homes  now  would  also  benefit  because 
the  elimination  of  real  estate  taxes  should  be  reflected  in  the  form 
of  reduced  rents. 

Third,  by  collecting  the  surcharge  along  witK  the  Federal  in- 
come tax,  the  cost  and  administrative  burdens  of  colection  for  NETF 
would  be  minimized.  '  , 

Fourth,  through  NETF,  taxation  without  relationship  would  end. 
The  task  of  paying  for  education  would  be  shifted  from  the  backs  of 
property  owners  to  the  actual  beneficiaries  of  that  education — 
namely  the  educated  people. 
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Adults  and  the  elderly,  who  receive  few  of  the  benefits  of  the"" 
schooling  of  today's  children,  would  be  relieved  of  much  of  the  task 
^   of  .financing  this  education.  Instead,  once  the  NETF  is  in  full  opera- 
,-:  Uon,  beneficiaries  would  be  required  only  to  pay  back  to  NETF 
based  on  the  costs  of  their  own  education. 

NETF:  An  Investment  in  the  Future 

The  NETF  plan  is  that  simple  and  straightforward  . 
It  cotJid  operate  much  as  the  present  Federal  Highway  Trust 
uV!  ^  '^^°'^'"9'  selMiquidaffn^  basis.  Construction  costs  ' 
...pr  the  U.  S.  Interstate  Highway  System  were  paid  by  the  Federal 
Highway  Trust  Fund.  Repayment  has  been  achieved  by  collecting  a 
40  per  gallon  gas  tax,  and  excise  taxes  on  the  sale  of  tires  and 
accessories. 

Through  the  end  of  1973,  the  Highway  Trust  Fund  paid  out  $56.5 
bi  Non  for  construction  of  the  Interstate  Highway  System  and  had 
a  ready  collected  $59.5  billion  from  the  special  user  taxes  on  gas- 
oiine,  tires  and  accessories. 
_  In  addition,  the  Federal  government  has  received  many  billions 
of  dollars  in  income  taxes  from  millions  of  new  jobholders  in  fac-  ' 
tories  warehouses,  office  buildings,  truck  stops,  gas  stations,  hotels 
and  restaurants  that  l^ave  located  along  these  new  highways.  The 
■^r^r^ZwT  9°^e^"^ent  in  constructing  the 

^Mimt        '^f  '"P"'^  ^""y       already,  yet  there  are 

still  many  years  of  useful  life  in  the  system. 

^.  onnT''  ^^7  *'J"  °P^^3"°".  i's  return  on  invesitment  would 
?nrp  1     ?  ^  °'       Highway  Trust  Fund) 

s^nce  annual  earning  increases  of  the  ex-students  making  repay-  - 
ments  would  greatly  exceed  the  rate  of  cost  increases  for  educating 
the  students  then  in  the  education  system. 

^  '''°."^;'he  s'andpoint  of  earnings,  investing  in  people  produces  a 
higher  yield  than  investing  in  new  factories  or  Fransportation  systems 
Of  course  It  is  obvious  that  both  types  of  investments  are  needed 
'  the  tTl°n '°       '^^        '-'='°^'es  and  desS 
progress  """""^^  '""^'^^^  will 

mnc."hi'K'°^V^^'  °'  'fnancing  education 

,  must  be  based  on  the  sound  principle  of  business  investment 

the  nuJnMt'nffho  '°;>P^°^i"9  educational  quality  and  expanding 
he  output  of  the  education  system  must  be  considered  asalona 

sZl^nTZVn  '  h'"°h'  '"'^"'^  °'      P«°P'^-  These  funds' 

eJnment         '=°"='^^^ed  any  longer  as  an  operating  cost  of  gov- 

Investing  sufficient  dollars  in  education  today  will  pay  hufle 

ci'tizens  ann' '  h"'  h  "  ''^        °'  higher  incomes  or  our 

citizens  and  reduced  costs  of  welfare,  unemployment  and. crime  ' 
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prevention.  This  will  also  help  motA^pf  our  peo'ple  escape  the  frustra- 
tions of  poverty  and  ignorance  and  6econrie  useful,  taxpaying  citizens. 

For  further  evidence  of  the  fiscal  soundness  of  NETF  we  need 
look  only  as  far  as  the  nation's  experience  with  the  G.I.  Bill  of  Rlqhts 
after  World  War  11.  h  .  ,  ' 

^    A  recent  study  by  the  Pennsylvania. Office  of  State  Planning  and  • 
Development  reveals  that  the  outlays  for  education  un^der  the  G.I. 
Bill,  over  the  years  since  its  implementation  in  1945  have  totaled 
$35.3  billion. 

However,  it  is  estimated  that  veterans  educated  under  the  pro- 
gram will  benefit  by  $1,770  billion  in  additional  income  over  their 
lifetimes,  and  additional  revenues  collected  by  the  United  States 
Treasury  . on  the  increased  earnings,  of  these^  trained  ex-G.I.'s  will 
total  $595  billion.  This  represents  a  trennendous  yield  on  a  $35.3 
billion  investment.  .  .  • 

'  ,  The  government's  investment  in  the  post-World  War  II  G.I.  edu- 
cation program  will  pay  for  itself  16  times  over  in  terms  of  additional 
tax  revenues  to  the, Federal  government.  These  figures  do  not  include 
increased,  local  and  state  tax  revenues  "from  these  ex-G.I.'s,  nor  do 
they  include  the  stimulation  given  to  the  private  economy  as  the 
.    ex-G.I.'s  spend  this  added  income  for. cars,  homes,  food  and  cloth- 

'^9  and  other  consum6ritenis,'cfeating  many-.hvndreds'.of  thousands  ' 
*        of  new  jobs  in' the  process^ 

■         The- return  on  investinent  in.'.education  is  so  enormous  J^at  this 

«    nation  should,  not  hold  bgck  for  one  moment  irf  adopting  the  NETF 

principle  and  making  th.e  major  investments  needed  to  maximize  the 

education  and  training  of  every  person  who  desifes  to  participate. 

Achieving  Equal  Educational  Opportunity 

;  .'Millions  of  Americans  are  denied  access- to' quality  education 
solely  because  .of  the  poverty  of  their  parents  ant3  neighbors  or  the   ^l.  .. 
absence  of  prosperous  i^dps^iefsj/i  .their  commqnifies.  This  is^rue^^*^ 
•largely  because^  of  J0ef5{j|c/i}^^  ' 
,  .     frnanpe(J  prpsentl^  wilhli^TavyTeli^      oxk*Aoc^\  property  taxes^and^J- 

studeptluition  and  fees.      "      /'^^  '  ™'  Vv' 

'  ^chooj  districts  comprising  large. Ipnef  city  ar^^^^ 

^Q^nsrriustJevy.taxeVattwporfhreelin^^^  ' 
c:.pmmuniti^  and  suburban  areas  jn^t  to  finance  af-bare-bortes  school 
;bud9et.. Evert. t^t)en, -it  is  often  impossit)le^^0  pay  fof  f^e  number' and' 
-.quality  of  teachers,,  the  buildings  arfij  W  iristruotidfiar  materials 
neede.dj»;prcvide  a  godtl  ajClip^^^  -  '  •       »      ;  ' 

,  '  --^ridCKjbtedty^^this  issue 

f-       forced  school  busing,  wMch  is^shatierinfl'  commui^ity  .life  in' cities  Hke 
^    »      Boston  and  Louisville.-"'         ' .     '     ,  .  '  '     ,  ; 

'3f         ..  The  fact  is  that  tocJay  we  '$re,i:lot 'adequately  financing  e4cation 

^^.^^^^      needs  of. ail  Amerfjj.^ns:  E(laci<s:^r1d.  whiter  arQ.fightirtgl  . 


15 


to  gam— or  hold  on  to-a  piece  of  the  pie  which  is  too  small  to  begin 
with.  They  are  doing  so  because  the  communities  in  which  they  live 
are  unable  to  provide  a  quality  education  for  all. 

With  NEJF  much  of  this,  could  be  Changed.  The  education  in- 
vestments^ made  through  the  Trust  Fund  would  stimulate  an- expan- 
sion of  the  quantity  and  an  increase  in  the  quality  of  education  There 
IS  .in  fact,  no  way  to  increase  integration  and  to  improve  the  quality 
of  education  in  our  major  cities  without  solving  the  underlying  prob- 
lem of  adequately  financing  a  better  system  of  education 

.  ^^J^  co^'d  P'^ovide  adequate  financing  for  magnet  schools 
Through  NETF.  existing  school  buildings  could  be  equipped  and 
s  affed  to  provide  special  courses  that  would  attract  both  white  and 
black  students.  New  magnet  schools  could  be  buil^-  to  satisfv 
future  needs.  . 

Today,  the  differences  in  funds  available  for  financing  education 
in  different  cities  and  in  different  parts  of  the  country  are  strikinq 
This  IS  illustrated  by  Table  2. 


TABLE  2 

Per  Capita  Expenditures  by  States  for  Public  School  Education 

1974  ' 


state 

Alaska 
Delaware 
New  York 
California 
Maryland 

Michigan 
Arizona 
Minnesota 
District'of  Cloumbia 
Nevada 

Wyoming 
New  Mexico 
Hawaii 
Vermont 
New  Jersey 

Pennsylvania 
Colorado 
Montana  ,  , 
Connecticut 
Illinois  

Oregon  ^   .  .. 

U.  S.  Averag*  '  . 

Iowa 

Washington 
Massachusetts 


Dollar* 

$515 
375 
359 
,  326 
^^6 

326 
32? 
3^1 
311. 

.  296  • 

295 
292 
.  .285 
.  285 
284 

2B2 
281 
279', 
276 
271 


270 
268 

263 
261 
^60 


State 

Utah     .  . 
Wisconsin 
Rhode  Island  , 
Virginia  ,, 
Indiana  .   ■,  ^ 

Maine 

Nebraska 
^  Florida  . 
'  North  Dakota. 

Ohid 

Louisiana 
South-Dakota 
North  Carolina 

Idaho   

Texas 

Kansas 
Missouri 
South  Carolina 
New  Hampshire 
Georgia   


Source:  U.  S.  Department  of  Commerce, 


West  Virginia 
•  ^.^.Mississippi 
fi^lahor^. 

^*nrkansa5   

Tennessee   

Alabama    .  '  

Kentucky 

Statistical  Abstract,  1974,  Table  214. 


Dollars 

$253 
251 
244 
244 

^  240 

239 
238 
235 
234 
229 

225 
225 
221 
316 
216 

212 
210 
.  210 
209 
204 

203 
199 
194 
196 
181 
163 
163 
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States  like  Kentucky.  Alabama.  Tennessee,  Arkansas  and  Okla- 
homa spend  comparatively  little  on  each  pupil,  while  states  like 
Alaska.  Delaware.  New  York.  California  and  Maryland  rank  at  the 
.  top  of  this  scale. 

While  the  cost  of  education  is  not  an  absolute  indicator  of  its 
quality,  there  clearly  is  some,  relationship.  Disadvantaged  and  handi- 
capped pupils  who  are  concentrated  in  school  districts  oannot  be  ' 
educated  successfully  or  trained  without^peclal  facilities.  To' require 
their  families  and  communities  to  bear  this'addecj  burden  is^to  d^ny 
them  their  right  to  a  full  education.  ' 
•  V/, .  "^^^^  ^®  3  "^3jor  force  for  equalizing  ecJucational  oppor- 
"^^^^.tunity  throughout  the  nation.  It  would  eliminate  the  dependence  'of 
public  education  on  the  local  property  tax.  and  would  reduce  the 
wide  variations  In  local  ability  and  efforj^  support  education. 

NETP  Fynd  Distributor?  t 

NETF  would  have  to  distribute  funds  after  assessing  individual 
pupil  needs  and  the-costs  of  meeting  them. 

Such^n  approach  could  be  formulated  by  assigning  weights  to 
the  per-pupil  costs  of  various  types  of  education.  Setting  the  cost  of  ' 
•  educating  an  average  elementary  pupil  as  a  base  of  1.00,.  the  Na- 
tional Educational  Finance  Project  found  that  the  cost  of  educating  a 
physically  handicapped  pupil  is  3.25;  that  of  a  youngster  in  a  com- 
pensatory education  program.  2.00;  a  kindergarten  child,  1.30;  and 
a  senior  high  school  student.  1.40.  .  * 

Th§se  particular  weights  may  require  further  study  since  they^ 
are  based  on  "representative  best  practice",  of  the  present  system 
(which  is  a  bad  one),  rather  than  on  objective  assessments. 
New  Opoortyr>:*:oc^  ^r>r  Higher  Educatior^ 

Family  wealth  also  bars  thousands  of  otherwise  qualified  stu- 
.    dents  from  the  benefits  of  college  and  graduate  school  education 
Because  their  families  cannot  afford  the  steejb  tuition  charges  at 
many  colleges  arid  universities.  $ome  students  are  restricted  in  their 
choice  of  schools  while  others  may  be  denied  entry  completely. 

NETF  would  expand  access  to  highe/  education  opportunities 
for  all  qualified  students  because  it  would  greatly  reduce  reliance 
on  tuition  and  student  fees  to  finance  programs. 

Post-secondary  school  financing  hight  also  be  based  on  a  sys- 
tem of  weights  reflecting  the  costs  of  various  types  of  training.  For 
example,  the  Province  of  Ontario.  Canada,  has  pioneered  in  "this 
approach  by  allocating  Provincial  revenues  to  colleges  and  univer- 
sities based  on  weights  equating  thfe  first  year  of  a  general  lUDeral 
arts 'education  with  a  weight  of  1  and  Ph.D.'s  and  medical  degrees 
with  a  weight  of  6. 

Greater  weight  could  be  given  to  programs  that  cost  more  to 
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administer  and  that  have  "critical  need,"  such  as  medicine,  social 
service,  or  trade  skills,  thereby  encouraging  young  people  to  enter 
these  fields.  Institutions  would  be  encouraged  to  provide  the  more 
expensive  curricula  without  a  fear  of  budget  deficits.  In^any  event 
NETF  would  promote  th«  phllosdphy  that  accMs  to  higher  educa- 
tloiv— whether  academic  or  vocationat-4hould  be  baaed  on  talent 
and  mothfation  and  not  on  wealth. 

Distributing  NETF  Funds 

The  process  of  distributing  NETF  money  could  also  aid  in  in- 
creasing student  choice  and  promoting  quality  changes  in  colleges  - 
universities  and  local  school  systems. 

A  program  of  allocating  per-student  funds  directly  to  parents  or 
college  students  in  the  form  of  vouchers  Was  experimented  with  in 
the  early  1970's  as  a  means  of  increasing  administrative  sensitivity 
to  the  problems  of  individual  students  and  also  to  facilitate  programs 
fordesegregation.  A  voucher  program  could  be  used,  to  distribute 
NETF  funds  and  allow  greater  competition  among  schools,  allowing 
students  to  choose  programs  most  suited  to  their  needs  and  desires  ' 

For  Higher  Education,  vouchers  would  allow  students  to  attend 
public  or  private  institutions  dependent  on  their  abilities  and  desires 
Schools  could  then  be  free  to  accept  students  on-  ability  alone  The 
wealthier  institutions  could  even  reallocate  tuition  scholarships  as 
subsistence  grants  to  allow  poor  students  to  attend  a  college  away 
from  their  homf  s. 

Through  NETF.  financing  would  be  guaranteed  for  every  student 
in  the  nation  commensurate  with  his  or  her  needs  afid  talents  While 
the  NETF  would  not  pay  for  the  complete  cost  of  this  education  it 
would  guarantee  funds  based  on  needs.  '  ' 

Federal  Support  Would  Strengthen  Local  CociUpi  ° 

Present  local  and  state  responsibility  and  control  of  public  and 
private  basic  education  will  not  be  weakened  by  NETF  The  NETF  - 
need  not  be  involved  in  the  administration  of  edudation.  In  fact 
Federal  financing  would  make  possible  a  better  realization  of  local 
control  over  schools,. 

This  iaso  because  ai  the  present  time  many  local  school  boards 
spend  the  bulk  ot.their  energy  on  fiscal  matters— balancing  budgets 
raising  taxes  and  selling  bonds.  If  this  tremendous  burden  were  re- 
moved from  their  shoulders,  they  would  be.  able  to  concentrate  on 
he  real  challenges  of  education:  what  and  how  our  children  are 
Jeaming  in  the  classroom. 

Similarly,  college  and  university  administrators  Would  be  able  to 
turn  their  attention  from  financial  to  academic  matters. 

The  NETF  should  promote  greater  accountability  on  the  part*6f 
students  and  educators.  Since  the  repayment  feature  of  the  plan 
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means  that  students  after  graduation  will  pay  for  a  major  share  of 
the  cost  of  their  own  education,  they  will, be  more  likely  to  evaluate 
relative  costs  and^benefits.  Because  each  year  of  education  will  in- 
■  crease  the  payback  rate,  education,  especially  at  the  post-secondary 
school  level,  will  be  more  subject  to  cost-benefit  analysis  by  its 
recipie'nts  than  at  present.  / 

Moreover,  NETF  should-.encourage  more  efficient  development 
of  Qur  educational  resources  since  a  stude^it^will  be  more  serious 
abo^t  his  or  her  education  and  more  likel/  to  remain  in  school  only 
as  long  as  he  or  she  expects  real  benefits  to  result  

Repayment  and  Financial  ^ 
Estimates  for  NETF 

This  section  presents  an^ overall  view  of  the  cost -aria  repayment 
aspects  of  the  NETF,  It  illustrates  how  NETF  would  work  and  presents 
some  of  the  bcoad  financial  considerations  related  to  its  operation. 

There  are  many  alternatives  for  implementing  the  broad  NE^TF 
concept.  The  models  presented  here,are  meant'' to  be  ^illustrarv^ 
only,  and  certainly  can  be  modified  as  analysis  and  discussion  of  the 
Idea  proceeds.  Although  they  are  tentative,  they  do  present  maThy  of 
the  basic  issaes;  they  suggest  levels  of  repayment  which  would  be 
required  to  make  NETF  self-liquidating,  and  they  illustrate  some  of 
the  mechanics  of  both  start-up  and  repayment. 

''     .  " .  '  ''  '  ' 

A  FinanciaMyiodel  lor  Repayment 

A  broad  outline  , of  the  .reirti.bursement  riiodel  is  contained  in" 
Part- 1.  Jt>  brief,-  it  assumes  that  those  who.  benefit  from  NETF  educa- 
tion investments  repay  the  Trust  .Fund  through  "a  surcharge  on  their 
incomes.  This  surcharge  would  be,  collected  during  the  beneficiary's- 
prime  working  years,  from  age' 25  to  age  64.  Once  the  NETF  is  fully 
operable,  a  typical  family  would  pay  a  surcharge  ranging  froip  3  00 
percent  af  adjusted  gross  income,  if  both  the  /amily  head  and  spouse 
had  less  than  eight  years  of  schooling,  to  4.-fo  percent  if  both  adult 
members  had  high  school  and  college  degrees"  and  four  years  of 
graduate  training.  Table  3  shows  repayment  rates  for  these  typical 
families. 

In  this  model  the  surcharge  rate  increases  in  direct  relationship 
with  educational  attainment;  In  other  words,  college  graduates  pay 
the  tax  at  a  higher  rate  than  do  high  school  graduates,  and' so  forth 

Over  the  long  term  the  modest  repayment  rates.rgptesented  in 
Table  3  will  make  the  NETF  self-sustaining.  In  order  to  verify  this  a 
repayment  model  was  developed  to  calculate  the  minimum '  rates 
required  to  repay  an  initial  investment  in  an- individual's  education 
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TABLE  3  / 

REPRESENTATIVE  REPAYMENTyRATES  FOR  FAMILIES 
WHOSE  HEAD  IS  25764  YEARS  OLD 


\    '  Surcharge  Rat9  on 

Educational  Attalnnwnt  Adjuttad  Grota  Incoma 

Less  than  8  years  . ,    3.00 

8  years   ^   3.21 

10  years  ...    3.28 

12  years    3.48 

2  years  college . . .    3.52 

4  years  Gollege   ......  3.68 

6  years  college  and  graduate  school.   .;. .  3:8Gf' 

8  years  college  and  graduate  school  !  '  4.10^ 


A  number  of  simplifying  assumptions  were  made  because  of  h'Tiita- 
tions  in  th?  data  available,  and  also  because  the  model  is  for  illus- 
trative pur^ose.s  only. 

The  moder^^tised  the  following  data:  * 

1.  Year-by-year  enrollment  projections  .for  basic  and  higher  educa-  ^ 
tion  for  the  cohort  of.  all  children  Wiio  were  in  the  first  grade  in 
1975.  The  data  and  general  methods  used  were  those  contained 

"  in  a  publication  ol  the  National  Center  for  Education  Statistics, 
Projections  of  Education  Statistics  to  1983-84. 

2.  Aver&ge  per-pupil  costs  for  all  levels  of  school  for  the  period  ' 
.  1974-1994.  These  were  developed  using  the  data  and  general 

methodology  contained  in  the  above  National  Center  for  Educa- 
tion Statistics  publication.    .  /  ^ 

3.  Lifetime  income  estimates  by  educational  attainment  level  for  this 
cohort  of  children.  These  were  developed  from  data  in  the  U.  S. 

.   Census  Bureau  publication.  Annual  Mean  Income,  Lifetime  In- 
come and  Educational  Attainment  of  Menjn' the  United  States, 
for  Selected  Years,  1956  to  1972,  and  Money  Income  In  1972  of 
.  Fam^^i^s  and  Persons  In  \f\e  United  States. 

Standard  life  tables  for  males  in  1972  were  applied  to  the  sur- 
vival of  families.  It  was  also  assumed  that"*  the  edt/cational  attainment 
of  the  head  of  the  fa/nily  and  \\ie  spouse  were  ideTitical. 

Census  Bureau  estimates  for  family  income  in  1972' by  the  age 
and  educational  attainment  of  the  family  head  were  projected*  to 
1994,  when  the  1975  cohort  woul^  be  .25  years  old,  assuming  an 
average  annual  rea/  growth  of?  percenL  For  these  purposes,  it  was 
also  assumed  that  the  distribution  of  income  by  age  and  educational  ' 
attainment  would  not  change  significantly.  Next,  income  totals  and 
means  fpr  these  families  were  estimated  over  a  40-year  period  vi^n 
the' household  head  vyas  25  to  04  years  old.  Again,  a  .2  percent 
annuJ  real  growth  in  inpome  was  assumed.  s 

Next,  costs  o!  education  were  estimated  for  typical  students  in 
ttie  1975, cohort  for  each  level  of  educational  .attainment  The  NETF  ^^ 
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share  was  calculated  (50  percent  of  this  cost  each  year),  one-fifth  of 
the  NETF  share  wad  charged  to  general  Federal  revenues  and  the 
remainder  (40  percent  of  the  total)  was  accrued  as  a  debt  to  be  re- 
paid through  the  surcharge.  These  annual  NETF  outlays  were  accrued 
with  interest  for  the  period -1974-1 994, 

Principle  and  interest  estimated  above  were  assurped  to  be 
amortized  over  &  40-year  period.  Using  the  mean  in6dme  estimates, 
and  assuming  further  that  both  the  head  of  a  household  and  the 
spouse  had  the  same  level  of  educational  attainment,  crude  sur- 
charge rates  were  derived.  ^  ■ 

For  example,  assume  a'child  in  kindergarten  in  1974  completed 
four  years  of  cdllege  in  1990.  The  NETF  would  invest  $18,21 5*  (with 
accj^jjed  interest)  .in  that  child's  education  by  the  time  it  was  com- 
pleted. ^Average  incorjie  for  a  family  whos^  head  has  a  college  de- 
gree is' estimated  at  $1,651,000  for  a  40-year  period.  This  assumes 
real  growth  in  income  of  2  percent  a  year  over  the  1972  base,  and 
it  assumes  survival  rates  idr  the  family  the  same  as  those  for  all  males 
in  1972,  By  paying  ah  annual  sUm  equal  to*abbut  3;5  percent  of  Fn- 
come  over  a  40-year  period,  this  family  can  amortize,  the  investment 
fnade  to  give  two  adult  members  an  education  through  the  fourth 
year  of  college,  .         ,  . 

Some  adjustment  is  required  in^hese  crude  rates  to  make  them 
progressive  with  education.-, (The  crude  rates  were  actually  higher 
..for  those  with  little  education  because  as  educational  attainment 
increases  lifetime  Income  increases  even  faster,)  This  adjustment 
meant  jhcreasing  the  rates  jfprthpse  with  four  years  of  college  educa- 
tion^^nd  over,  and  loweringi  somewhat  the  rates  for  those  with  less 
than  eight  years  of  primary  education.  It  is  these  adjusted  rates  which 
are  displayed  in  Table  3, 

One  refinement  In  this  mbdel  might  be  to  add  an  "opt-out"  pro- 
vision so  tharNETF  beneficiaries  could  make  a  lump  sum  payment 
in  lieu  of  taxes  at  any  time  in  their  lives.  This  payment— which  could 
be  set  at  a. level  of  two  or  three  times  the  NETF  investrrient  for  that 
benefrciary— would  insure  that  those  wage  eBmers  who  have  in- 
comes at  the  very  high  end  of  the  scale  do  not  make  disproportion- 
ately high  repayments.  Such  a  provision  Is  part  of  most' of  the  Edu- 
cational Opportunity  . Bank  proposals  for  financing  higher  education. 

Financial  Estimates:  Start-up  of  NETF  '  V 

For  purposes  o(  the  cost  model  it  is  assumed  that  the  NE^F 
would  finance  one-half  of  the  cost  o.f  education  at  ail  levels,  from  ^ 
pre-prjmary  through  graduate- school,  If^the  Trust  Fund'Were^h  .full 
operation  in  1974,  It  would  have  contributed  over  $55  billion  to  the  * 
cost  of  education.' reducing  state,  local  and  private  corrtributions  by  • 
"All  figures  In  Part  W^re  1974  dollars.  ,  ^  '      .  . 


over  $43  billion.  Ttie  need  f6r  lOcar  property  taxes  would  be  elim- 
inated and  tuition  any  student  fees  would  be  substantially  reduced. 

Note  that  this  cost  model,  as  does  the  repayment  "model,  as- 
.sumes  NETF' funds  from  two  sources:  1)  redirection  to- NETF  of 
present  general  revenue  outlays  by  the  Federal  government  which 
total  about.  iO  percent  of  overall  education  expenditures  in  the  nation,  v 
and  2)  the  surcharge;  which"' §hou(cf  finance  40  percent  of  current 
education  outfays.  *. 

While^feJETF  investments  would  be'self-liquidating  over  the  long 
run  via  the  surcharge,  in  the  initial  years 'annual  surcharge  Income 
to  the. Trust  Fuhd  would  not,  match  annual  outlays.  This  means  that 
income  from  the  surcharge -would 'have  to  be  supplemented  by  addi-* 
tionaffederaJ  revenue  untrl  enough  time  had  passed  so  thaf  the  reV 
payments  from  N'ETp'beneficlaries  began  to  match  the  annuai  NETF 
outlays.  By  phaslng-in  the  NETF  over  a  period  of  years,  these  Federal^* 
revenue  requirements  could  be  minimized,  " .  ' 

In  this  model,  the  NETF.  would  gradually  expand  over  a  ten- 
;  year  period  to  cover  half  of  the  costs  of  education  at  all  levels.  In 
this  example,  the  NETF  wolild  finance  all  of  the  costs  of  thosein 
kindergarten^and  the  first  year  of  college  the  first  year;  kindergarten 
andlirst  grade  arid  the  first. two  years  of  college  the  second!  and  so 
forth, until  all  educallan  levels *wereftCovered.  *      .  '.  * 

Table  4  displays  the  increase  In  NETP  contributions  over  the 
10-year  phase-in.  fh  the  first 'ytfar.  the  Trust  Fund  would  add  $4.0 
billlon  fp  education  revenues,  in  the  second  year.  $8.3  billion,  and  ' 
so  forth.  ^By  1966  vyhen  the  NETF  would  b^'fullv  operable- it  would  " 
contribute  $47.3' billion.  Th^se  contributions^  are  in  addition  to  the  ' 
present  Federal  aid-tb-edtication  progranris  which  are  assumed  fo 
continue  to  fi.narice  about  10  percent  of  overall  education  fexpendl- 
tures...  .         :  ^     '  .  .  » 

-    •    ■  ■  ti         ,  TABLE  4  .         y    ^"^'^V  -^'^^^  ■ 

The  Impact  of  NETF:  Additional  Contribution^  to  Educational 
Expenditures  Available  by  Phasinjg-in  N6TF,  1977-1986 
.       .     '   (All  FIgiirM  Are  1974  Dollar*) 

y^^:^  .  BinioMiof  Billion. of  ' 

/•;!:,  '   r  Dollirf  .Y#«r  Dollars 


1977  :::...:..:.$  4,03  1982  $2413 

•1978  8.31.     .       1983  ..*  v  27.57 

1979                   1^.45  1984iC^. ....... .  31  09 

.  1980.V..  16.66  ,  1985   J3753 

1981                     20.49.  .       .  I9fe6  ...^733 


Note:  These  ftfresent  .addltioriS''j||pre5ent  Federal  centri^utidns. 

,  which  .-are  ^ssu.med;to  cbntlS3jat' current  levels: 
SoLjp?^:  Periyed  from  enrollment  ar;^bdst-per-pupil  proiejclions  de- 
^v  ' •  s?;riberfihtext/'  "   \  *  .  \ 
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The  repayments  by  NETf  beneficiaries  build  up  much  more 
slowly  over  this  period  since  in  this  model  only  those  who  actually 
t)enefit  from  the  NETF  make  repayments.  Furthermore,  in.  its  irtitlal 
. ,  years  these  repayments  are  prorated  so  that  If  the  NETF  contributes 
to  only  one  or  two  years  of  a. student's  education,  that  student  re- 
pays at  only  a  fraction  of  the  surcharge  rate. 

One. indication  of  the  revenue  potential  of  the  NETF  surcharge" 
can  be  seen  by  applying  the  rates  to  the  present  population  base 
Applying  the  tax  rate  for  families  in  Table  3  to  the  Census  Bureau 
.  estimates  of  family  income  by  educational  attainment  of  the  family 
head  (age  25  to  64  years  old)  in  1972  produces  $20.6  billion  in  rev- 
enue. The  surchaf^.applied  to  unrelated  individuals  produces  $1  6 
billion.  If  real  anp^j^l  growth  of  2  percent  is  assumed  between  1972 
and  1986,  when  the  NETF  could  be  fully  operable,  the  surcharge 
yield  increases  to  $29.9  billion.  .However,  educational  attainment  of 
^the  population  will  also  increase  over  time  and  this  would  add  still 
more  to  the-yield  of.the  surcharge  by  Increasing  the  surcharqe^ate 


paid      the  average  family. 


GovH-norSiiAppi;  also  have  a  copy  of  Prc-sident  Konnodv's 
speech  at  \ulc  on  June  M,  1002.  that  I  referred  to  several  times 
1  on  could  put  this  into  the  record  as  well. 

Mr.  Daxii-us..  ly  there  any  objection  to  also  intfoducin?  into  tlie 
record  the  sjK-ch  made  by  the  late  President  Kennedy  at-YalQ,  to 
wlnc-u  r.'ie  doverivor  referred  to  in  liis  testimony'  ' 

u-ill  r/''r'f  m"':i  ^'I'r  I^'-^'-'^i^li^^nt" Kennedy's  speech 

\\ill  be  filed  with  the  record  of  tiiese  proceedin-rs.  • 

[The  speecli  referred  to -follows:] 
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234   Commcnccmciu  Address  at  ^ 
June  II,  ig6i  - 

President  Griswoid,  members  of  the  jactdty, 
graduates  and  their  families,  ladies  and- 
gentlemen:  '  '  '  '    .  ■ 

Let  mc  begin  by  cxprcsjinj  my  apprecia- 
tion for  the  very  deep  honor  tliat  you  have 
conferred  upon  me.  As  General  de  Gaulle 
occasionally  acknowlctl^cj  America  to  be  • 
the  daugh:cr  of  Europe,  so  I  am  pleased  to* 
come  to  Yalp^  the  daughter  of  Harvard^  It 
might  be  said  now  tljat  J  have  the  best  of 
both  worlds,  a  Harvard  c^lucation  and  a 
Yale  degree. 

I  am  particularly  glad  to  bcctJme  a  Yale 
pMn  because  as  I  think  about  my  troubles, 
r.fihd  that  a  Jot  of  them  have, come  from 
other  Yale  men.  Amonj;  busincismcn,  I 
have  had  a  minor  disagreement  v/itli  Roger 
/Bloughk  of  lliL\bw  sdiool  class  of  1931, 
..and  I  have  hadsdmc  eomplaints,  too,  fromi 
ray  friead  Henry  Fordj  bf  the  class  of  1940, 
In  journalism  I  sccm^  to  have  a  difference 
with  Jolm  Hay  Whitney,  of  the  class  cf 
1926 — and  sof^ietimes  I  also  displease  Henry 
Luce  of  the  class  of  X920,  not  to  mention 
also  William  F.  Duol^y,  Jr.,  of  the  class  of 
1950.  Itcven  have  some  trouble  with  my 
Yale  adviscn.  I  get  along  Awth  them,  but 
I  am  not  always  sure  how  they  get  along 
tvith  cacKo^er* 

I  havq^nhc  warmest  feelings  for  Chester 
Bowles  of  the  class  of  1924,  and  for  Dean 
AchesoQ  qf  the  class  of  1915,  and  my  assist* 
ant,  McGeorgc  Bundy,  of  the  class  of  1940. 
,  But  I  am  not  too  percent  sure  that  these 
three  wise  and  experienced  Yale  men  wholly-^ 
agree  with  each  othfcr  on  every  issue. 

So  this  admlmstration  which  aims  at 
peaceful  cooperation  among  all  Americans 
has  been  the  victim  of  a  certain  natural  ' 

. 


'ale  Ujuversity,' .  » 

pugnacity  developed  in  this  city  among  Yale 
e  men.  Now  ihac  I,  too,  am  a  Yale  man, 
it  is  time  for  pence.  Last  week  at  West 
Point,  in  the  historic  trndit:or\  of  thnt  Acad- 
emy, I  availed  mpclf  ot  the  powers  of 
Commander  in  Chief  to  remit  all  senccnccs 
of  offending  cadets.  In  that  same  sp'irit, 
and  in- the  historic  tradition  of  Yale,  ict  me 
now  ofler  to  smoke  the  clay  pipe  of  friend- 
ship with  all  of  my  brother  Dis,  and  1  hope 
lh.it  t,hcy  may  be  friends  not  only  v/itK  me 
but  even  with  each  other. 

In  any  e\-ent,  I  am  very  gl.nd  to  be  here 
and  as  a  new  member  of  the  club,  I  have 
been  checkif^  to  see  what  eprlicr  ILnlcs 
existed  between  the  instituiioa  of  the  Prcii- 
dcncy  and  Ya!r.  I  found  that  a  nicmb-:r  of 
the  class  of  1878,  William  Howard  Taft, 
served  one  term  in  the  White  Houss  a^  p^^'p' 
aration  for  becoming  a  member  of  this  fac 
ulty.  And  a  graduate  of  1804,  John  C.  Cal- 
houn, regarded  the  Vice  Presidency,  quite 
naturally,  as  too  lowly  a  stattis  for  a  Yale 
aiumhus— and  became  the  only  man  in  his-1 
tory  to  ever  resign  tha:  cfScc, 

Calhoun  in  1S04  and  Taft  in  1873  grad- 
uated into  a  world  very  difTercnt  from  ours 
today.  They  and  their  'contemporaries 
spent  entire  careers  stretching  over  40  years 
in  grappling  with  a  few  dramatic  issues  on 
which  the  Nation  was  sharply  and  emotion- 
ally divided,  issues  lhat  occupied  :hc  atten- 
tion of  a  generation  at  a  time:  the  national 
bank,  the  disposal  of  the  public  lantls,  nulli- 
fication or  union,  freedom  or  slavery,  golJ 
or  silver.  Today  these  old  sweeping  issues 
very  largely  have  disappeared.  The  central 
domestic  issues  of  our  time  arc  more  subric 
and  less  simple  They  relate  not  to  basic 
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clashes  of  philosophy  or  idcoioc;;^  but  to  ways 
and  means  oforcachiag  common  goals— to 
research  for  sophisticated  solutions  to  com- 
plex and  obstinate  issues.  The  world  of 
Calhoun,  the  wocid  of  T.ift  h^yl  its  own  hard 
problems  and  nouble  challenges.  But  its 
problems  arc  not  our  problems.  Their  age  ^ 
IS  notour  age.  As  every  past  generation  lias 
had  to  disendirall  itself  from  an  inheritance 
of  truisnu  arid  stereotypes,  so  in  our  own 
time  \vc  must  move  oa  frorii  tlic  reassuring 
repetition  of  srale  phrases  to  a  new,  dilllculr, 
but  essential  confrontation  with  reality. 
For  the  great  enemy  of  ihc  truth  is  very 
•  often  not  the  lie— deliberate,  conuived,  and 
dishonest— but  the  myth— persistent,  persua- 
sive, and  unrealistic  loo  often  we  hold 
fast  to  the  cliches  of  our  forebears.  We  sub- 
ject all  facts  to  a  prefabricated  set  of  intcr- 
prciations.  \Vc  enjoy  the  comfort  of  opin- 
ion  without  the  discomfort  of  thoughL 

Mjthology  distracts  us  everywhere— in 
government  as  in  business,  in  politics  as  in 
economila,"  in  foreign  :il7alrs  as  in  domestic 
affairs,  ;IJut  today  1  want  to  particubrly 
considcr  jjii  myth  and  reality  in  our  national 
economy.  In  recent  months  many  have 
come  loTeel,  as  I  do,  ihit  the  dialog  between 
the  parties— between  business  and  govern- 
ment between  the  government  and  the 
public— IS  clogged  by  illusion  and  platitude 
and  fails  to  reilcct  the  true  realities  of  con- 
tcfm^tary  American  society. 

I  spcnk-  of  these  matters  here  at  Yale 
because  of  the:  self-evident  truth  that  a  great 
university  b  always  enlisted  against  the 
iprcad  of  illusion  and  on  Uic  side  o{  reality. 
Ko  one  has  said  it  more  dearly  than  your 
President  Gris%vold:  "Liberal  •  learning  is 
bolh-«-safeguard  against  false  ideas  of  free- 
dom and  a  source  of  true  ones.*'^  Your  role 
as' university  men,  w,hntcver  your  calling, 
will  be  to  increase  each  new  generation  s 
grasp  of  its  duties. 

There  are  Lhrec  great  areas  of  our  domestic 
affairs  in  which,  today,  ihcrc  is  a  danger  that 
illusion  may  prevent  cfTccuve  action.  They 
.ar;,  first,  the  c]ue.<:tion  of  the  size  and  the 
shape  of  government's  responsibilities;  sec- 


ond, the  question  of  public  fiscal  policy; 
and  third,  the  matter  of  confidence,  business 
confidence  or  public  confidence,  or  simply 
confidence  in  America.  1  want  to  talk  about 
all  ihrccj  and  I  wqr-t  to  talk  .ibout  them  care- 
fully ind  dispassionately — and  I  emphasize 
that  I  am  concerned , here  not  with  political 
debate  but  >vith  finding  ways  to  separate 
false  problcnv  from  real  ones. 

If  a  contest  in  angry  argument  were  forced 
upon  it,  no  administrltion  could  shrink 
from  response,  and.  history  does  not  suggest 
•that  American  Presidents  arc  totally  without 
resources  in  an  engagement  fotced  .upon' 
them  because  of  hostility  in  one^scctor  of 
society.  But  in  the  wider  national  interest, 
we  need  not  ptirtisan  wrangling  but  common 
concentration  on  commor^  .'pfoblcins.  I 
come  here  to  this  diitingiiiyhcd  university 
to  ask  you  to  join  in  ^hfc/ cat  task. 

Let  us  take  fint^ai^<jRU|?i;ion  of,  the  size 
.ind  shape  of  goven&ejitit;^the  m^th  here 
is  thnt  government  J:|s  'bfg,'  and  bad— and 
steadily  getting  biggcf  Jind  worse.  Ob- 
viouily  this  myth  has  sp(pc  cxcusft  for  exist- 
ence^ If  is  true  that  in-^r^cent  history  each 
new  administration  has  spent  much  niorc 
money  than  its  predecessor.  Thus  President 
Roosevelt  outspcnt  President  Hoover,  and 
with  a<[owancc5  for  the  special  case  of  the 
Second  ^orld  War,  President  Truman 
•outspent  Pftsidcnt  RooscvelL  Just  to  prove 
that  this  was  not  a  partisan  matter,  Presi- 
dent  Eisenhower  then  outspcnt  Prejidcnt 
Truman  by  the  handsome  figure  of  SiSa 
billion,  It  is  even  possible,  some  think,  that 
this  trend  may  coniinye. 

But  docs  it  follow  ftpni  this  that  big 
government  is  growing  relatively  bigger? 
It  docs  not — for  the  fact  is  for  the  last^' 
years,  the  Federal  Government- and  also 
the  Federal  debt— and  also  the  Federal  bu- 
'  rcaucracy— have  grown  less  rapidly  than  the 
cconom'y  .as^a  whole.  If  we  leave  defense 
and  space  expenditures  aside,  the  Federal  ' 
Government  since  the  Second  World  War 
has  expanded  less  than  any  other  major  secr 
tor  of  our  i.ational  lif<5^Iess  than  industry, 
less  than  commerce,  less  than  agriculture. 
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less  than  higher  education;  aaJ  yery  much 
less  than  the  noise  about  big  government. 

Th^  truth  about  big  government  is  the 
truth  abouC  any  other  great* activity — it  is 
complex.  Certainly  it  is  true  that  size 
bringi'dangers — but  it  is  also  true  .that  siz^ 
can  bring  benefits.  Here  a^  Yale  which  has 
contributed  so  much  to  our  nation'al  progress 
in  science  and  medicine,  it  may  b--  proper  for 
me  to  mention  pne  great  and  little  noticed 
expansion  oE  government  w^ich  hr.s  brought 
strength  to  our  whole  societ)-— the  new  rple 
of  our  Federal  Go^rnment  as  the  major 
patron  of  research  in.  science  and  in  medi- 
cine Few  people  realize  that  in  1961^  in 
support  of  alt  university  research  in  science 
and  medicine,  three  dollars  out  of  every  four 
came  from  the  Federal  Government,  I  need 
"hardly  poifit  out  that  this  has  taken  place 
without  undue  enlargement  of  Government 
control — that  American  scientists  remain 
Second  to  none  In  their  independence  and  in 
their  ind  i  V  id  ua  1  is  m . 

I  am  not  suggesting  that  "Federal  expendi- 
tures cannot  bring  Some  mcasufe  of  control. 
The  whole  thrust  of  Federal  expenditures  in 
agriculture  have.bcch  related  by  purpose  and 
design  to  control,  as  a  means  of  dealing  with 
the  problems  created  by  our  farmers  and  our 
growing  productivity.  Each  sccij^r,  my 
point  IS,  of  activity  must  be  approached  on 
its  o>vn  merits  and  in  terms  of  specific  na- 
tional needs.  Generalities  in  regard  to  Fed- 
eral cjycndicurcSj  therefore,  can  be -mislead- 
ing^—<ach  case,  science,  urban  rcnc\val, 
cducatiott,  agriculture,  natural  resources, 
each  case  must  be  determined  on  its  merits 
if  wc  arc  to  profit  fro^  our  unrivaled  abifity 
to  combine  the  strength  of  public  and  privajc 
purpose. 

Next,  let  us  turn  to  the  problem  of  our 
fiscal  policy.  Here  tlie  myths  arc  legipn  and 
the  truth  liard  to  find.  But  let  me  take  as 
a  prifhe  example  the  problem  of  the  Federal 
budget,  ^Ve  persist  in  m.easuring  our  Fed- 
.  cral  fiscal  integrity  today  by  the  conventional 
or  administrative  budget— with  results 
which  WQuld  be  regarded  as  absurd  in  any 
business  fiirm— In  ajiy  C9untry  of  Europe — 


^  or  in  any  ca refit!  nsnessmcnt  of  the  reali:^  of 
our  national  fir..iaces.  The  adminiitrativc 
byjgct  has  sound  administrative  uses.  But 
for  wider  purposes  it  i$  less  hclpEul,  It 
omits  our  speci.il  trust  futtds  and  the  effect 
that  diey  have  on  our  economy;  it  neglects 
changes  in  assets  or  inventories.  It  cinnot 
tell  a  loan  from  a  straight  expeniliti:re — and 
worst  of  all  it  cannot  dist^uish  bct\v«n 
operating^  expenditures  an3  long  term  invest- 
ments. 

This  budget,  in  relation  to  the  great  prob- 
lems of  Federal  fiscal  policy  which  are  basic 
to  our  economy  in  1962,  ii  not  simply  irrele- 
vant;'it  can  be  actively  misleading.  And 
yet  there  is  a  mythology  th.^t  measures  all  of 
our  national  soundness  or. .Unsoundness  on 
the  single  simple  basis  oE  this  saine  annual 
administrative  budget.  If  bur  Federal 
budget  is  to  serve  not  the  debate  but  the' 
country,  we  must  and  will  find  ways  06 
^  clarifying  this  ,irca  of  discourse. 

Still  in  tilt  area  of  fiscal  policy,  let  me  say 
a  word  about  deficits.  The  mytli  persists 
that  Federal  deficits  create  inflation -and 
budget  surpluses  prevent  it.  Yet  sizeable 
budget  surpluses  after  the  war  did  not  prc- 
.  vent  inQation,.3nd  perstsccnt  deficits  for  the 
last  several  years  have  not  up.;et  our  basic 
price  stability-  Obviotisly  dcfit;its  are  Some- 
times dangerous-^nnd  so  are  surpluses.*  ■  But 
honest  assessment  plainly  requires-  a  ftforc 
sophisticated  view  tlian  the  old  and  ai:to- 
matie  cliche  th.it  deficits  automatically  bring 
"infiation. 

Thtre  arc  myths  abo  abouj^  our  pubjie 
debL  It  is  widely  v^pposed  that  tKis  dcl>t  is 
growing  at  a  dangerously  rapid  rate.  In 
fact,  both  the  debt  per  person  and  the  debt 
as  a  proportion  of  our^ross  nnjonal  product 
have  \lcclined  sharply  since  ihc  S^convl 
World  War,  In  absolu:c  tcrmS  die  n;Uion:;l 
dclufflncc  the  end  of  World  War  II  h.is  in- 
creased only  8  pcrcfcnt,  ^vhi!c  privar?  debt 
was'incrcaslag  305  percent^  apd  the  dcbrs  of 
State  and  local  govcrnments-K)n  whom  peo- 
ple frequently  suggest  \vc  should.  plaR:  addi- 
tional burdens — the  debts  of  State  and  lo 
'  governments  have  increased  378 
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Moreover,  debts,  public  and  pcivjic,  arc 
neither  good  nor  bad,  in  and  of  themselves. 
Borrowing  can  lead  to  over-extcniion  and 
coUapjc — but  it  ean  also  lead  to  cxpnsion 
and  juengih.  There  is  no  single,  simple 
slogan  in  this  field  thnt  we  can  trvst. 

Finally,  I  come  to  tlic  problem  of  con- 
fidence. Confidence  is  i  matter  of  myih 
and  also  a  ma:tcr  of  truth — and  this  time  let 
me.  take  the  truth  of  the  mailer  first. 

It  15. true — and  of  high  importance — that 
'•die  prosperity  of  this  country  depends  on  ihe 
,  assurance  that  all  major  elements  within  it 
will  live  up  to  iheir  responsibilities.  If 
business  were  to  riegleet  its  obligations  to  the 
pubHc,  if  labor  Were,  blind  to  all  public  re- 
sponsibility, above  all,  if  government  Were  to 
.  abandon  its  obviotjs— nnd  statutory— duty  of 
watchful  concern  for  our  economic  health — 
if  afty  of  these  things  should  hapfftn,  then 
^   '   confidehce.  might  well  be  weakened  and  the 
danger  of  st^pation  would  increase.  Thij. 
■      is  the  true  issue  of  confidence. 

But  there  is  also  the  false  issue — and  iii^ 
simplest  form  is  the  asscrtioi^  that  Iny  and  * 
all  unfavorable  turns  of  the  speculative 
**    wheel — however  temporary  and  however 
plainly  spceubtive  in  charaaer— are  the  re- 
.    suit  of,  arid  I  quote,  "a  Jack  of  confidence 
\      m  the  national  administration."    Thb  I 
must  tell  you,  while  .  comforting,  is  not 
wholly  true.  Worse,  it  obscures  the  reality— - 
wh^h  is  also  simple.    The  solid  ground 
of. .mutual  confidence  is  the  necessary  part- 
nership of  government  with  all  of  the  sec- 
tor* of  our  society  in  the  steady  quest  for 
cconomic^rogress. 

Corporate  plans  are  not  based  on  a  political 
eonfidenec  in  party  leajiers  but  on  an  eco- 
nomie  confidence  in  the  Nation's  ability 
to  invest  and  produce  and  consume,  Busi- 
ness  had  full  confidence  in  the  administra- 
tions' in  power  in  1929,  1954,  1958,  and 
i96o--^but  this  was  not  enough  to  prevent 
recession  when  busiriess  lacked  full  confi- 
dence in  die  economy.  \Vhat  maiters  is 
the  capacity  of  tlie  Nation  as  a  whole  to 
deal  with  its  ecohon^c  problems  and  its 
opportunities.  ^ 


nnciy,  1^62  June  ii    [234]  " 

The  stereotypes  I  have  been  discussing  dis- 
tract our  attention  and  divide  our  effort. 
These  stereotypes  do  oup  Nation  a  disservice, 
not  just  because  tliey  are  exhausted  and  ir- 
relevant, but'above  all  because  they  are  mis-' 
leading—beciusc  they  stand  In  the  way  of 
the  solution  of  hard  ai|^  complicated  facts.  * 
It  is  not  new  that  past  debates  should  obscure 
present  realities.  But  the  damage  of  suth 
a  false  dialogue  is  greater  today  than  ever 
before  simply  because  foday  the  safety  of  all 
the  world— the  very  future  of  frctdom-*- 
depends  as  never  before  upon  the  sensible 
and  clearheaded  managements  o£  the  do- 
mestic affairs  of  the  United  States. 

The  real  issues  of  our  time  nre/arely  as 
dramatic  as  the  issues  yf  Calhoun.  The 
differences  today  are  usually  matters  of 
degree.    And  we  cannot  understand  and 
attack  our  contemporary  problems  in  1962 
if  we  are  bound  .by;  traditional. labels  and 
womout  slogans  6^  an  earlier  era.  ^ut  the 
unfortunate  fact  of  the  matter  is  that  our  ^ 
rhetoric  has  not,  kept  pace  with  the  speed  * 
of  social  and  economic  cha  nge.  Our  political 
'  debotes,  our  public  disco ursc^--on  current 
domestic  and  economic  issues — too  "often  * 
bear  little  or  no  relation  to  ll\j.actual  prob-  i 
Icms  the  United  Sutes  faces. '  V> . 

•What  is  at  stake  in  our  economic 'decision^  m 
today  ij  not  some  grand  warfare  of  rival i'<? 
ideologies  which  will  sweep,  the  country  ' 
with  passion  but  the  practical  managemcnj?"  %,/ 
of  a  modern  economy.   What  \vc  need  is  ' 
rfot  labels  and  cliches  but  more  basic  dis*  ^ 
cussion  oS^^the  sophisticated  and  technical 
questions'-'iAvolved  In  keeping  a  s|pat  "eco- 
nomic macHinery'moving  ahead,  i, 

TikCr^  national  interest  lies  in  high  em- 
plo\(ment  and  steady  eJcpansion  of  output;  in 
scablt  prices,  and  a  strong  dollar.  The 
^  declaration  of  such  an  objective  is  e;isy;  th<yr 
attainment  in  an  intricate  and  interdepend- 
ent economy  and  world  is'a  little  more  diffi-  . 
cult.  To  attain  them,  we. require  not  some 
automatic  response  but  h;«rd  thought.  Let 
mc^nd  by  suggesting  a  few  of  the  real  ques- 
tions <on  our  national  agenda.  *  o  ^  , 
First,  how  can  (pur  budget  and  i^x  policies 
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supply  adequate  revenues  and  preserve  our 
•    balance  of  payments  position.  witUouC  siovv* 
iflg  up  our  economic  !groivth? 
■   Two,  Jrtjw  arc.wc  to  sat  our  interest  rates 
and  regulate  ihe  flow  o£  money  in  ways 
which  will  scimulajtc  the  economy  at  home, 
.   without   weakening   the   dollar  abroad^ 
Given  the  spectrum  of  our  domestic;  ar\d  . 
international  responsibilities,  what  should  be 
the  mix  betwfccn  fis«il  and  monetary  policy?. 
■  ^    Let  Tne  give  scverhl  examples  from. my 
oipcricncc  of  the  complexity  of  these  mat- 
ters and  how  political  labcjs,  and  ideological 
ap(>rpac(ies  are  irrelevant  to  the  solution. 
Last  week^  a  distinguished  graduate  of  , 
"^his.school,  Senator  PiS5xmi;;C|cr;'of^th?  class  of  ^ 
'  1^38,  who  is  ordinarily  rcga^^Jed  as  a  liberal 
D^ocrat,  suggested  that  \vc  should^follow 
in  meeting  our  economic  prpblcois  a  itifl  > 
•  fiscal ^policy,  with  emphasis  OQ  budget  bjl^!: 
^f'anca  aW  «n  easy  monetary  policy  wjth'lowiv 
Rtenjtcirateis  in  order  to  keep  our  ccbnbrtty . 
^  the '»me  wcc];,  Jlhe  Bank  foi*  , 
hiotial  Sctdcnient  jn  ^Bascl,  SwitzcJ^-' 
j^jcryaiivc'organiratlon'represcnt- 
ntral  banker^  of  Europe  sug^stcli 
^jj^-'iyj^  t^l^prdi^  P°^'^y^ 
^ll^l^ij^i^zi  '$l>puld  bf  thV  very  oppbsUi^ 
iPt^cSh'^14^  bud  get 

'^'^^WJ^^V^^rt  £urojfcr^th^^^^^        %yhen  the 


-  Twv^pwiUijg^P^V  V>^cr^  as.  in  Euf(£pe,  la 

'  ;,oro^rvto*con^Vol  •  inflationi  and  protect  goals.  , 
%  iifu^te  Jgh^r^X^^  /It  wyi  depend' 
■':  'ortinaj:»yd*{Iercnt^^  *    '  ,       •  ' 

-^.rj^i^jpotnt  is 'that  this  is  bn$ic:^ly  an  ad- 
:  '.^l^tMStrd^cc  or  Executive  problcnt  in  v/hicli 

•  '  political  labels  or  cliches  'do  not  give  ;tis  a 
^    solution,  '      .  f 

A  well-known  busincilS*.journal  thij  morn- 
ing, is  I  journeyed  to  Ke^'f-bvep^Tnlscd- the 
■  prospects  that  a  further  budget  deficit  woul^ 
;  bring  rnBation  and  encourti':c  the"  flopv  of 
gofd. •  M''cthave  lin d  ^cvcrfli^u dgc t  £^ fjc  i ts. 
^bcgtci if4i n j5  wfth.  a^  S i V^lHi ori ' yf fic i t  i n 
^958,  ^1^^'  *^  if^  the  fall  of  19^0 

^jirc  h^d  n Jgdt^  at  $5 

'  ;  fcillioaaju^u.^Hyv,^;^^'^^  seem  to  prove 

'    the  cisi'thr'.t-^ dtficit  praduccs  infbtion' anif 

•  :y':T^.f  \  -f/  ^   ■ 


.  that  we  lose  gold,  yet  there  v^as  no  inffftii^  ■ 
following  the  deficit  of  i9^jS^,norTas  Micitc 
been  inflation  sinte'then.'  ^JL' ■  <^  * 
,  Our  v/holesalc' price'  ine«^incb  U)^%  has 
remailicd  completely Jjvfljupspictt  o£  several 
deficits,. because  ^le^^fe  ot  gpld  hjs  bcea 
due  to  other  reasons;  price  instability,  rdla- 
tive  intereit  rntcs,  relative  expoct-irnporc 
bolaaccs,  national  security  cxpcQdituies— all 
"(he  rest. 

Let  m'e  give  you  a  third  and  fma^  example. 
At  the  World  Bank  meeting  in  September, 
a  number  of  American  bankers  attending 
predicted  to  ihcir  European  colle.igucs  that 
bccause^of  ih^  Hscnl  196a  bud-et  deficit, 
there  would  be  a  strong  inlhcionary  pressure 
on  the  dollar  and  a  loss  of  gold.'  Their 
predictions  of  Inflation  were  sha'red'by  many 

^  in  bdsintsj  and  IieliK-d  push  the  market  up. 
The  rece.nt  reality'  of  noninHatioa  helped 
bring  it  down.   We  have  had  po  inGation 

»  because  we  have  hnd'otlxr  factors  in  ou^ 
economy  ihJit  have  contribi:tcd  to  price 
stability.     \  -  '      /  • 

X  dg  not 'suggest  tluc  the  Government  xi 
'right  and  they  are  wrong.  The  fact  of  the 
inattcr  ii  irf  the  Federal  Ucser\-c  ISoard  and 
m  the  admihistratioti  this;  fall^a  similar  view 
wiif  held  by  rnany  wcll^formcd  and  dii-  . 

•  iiUcrestdd'  me'ri  that  inOatiOfi  waa  the  major 
^pnoblem  tl^at^wc  >voyld  fnce  in  the  v/intcr  of 

'itio^a.  But  it  was  not.   Whit  I  do  suggest 

'  is  thac  lhcic  problems  .ire  endlessly  corripli- 

-  catcd  aod  yet  they  go  to  the  future  of.  this 
country  and  its  ability  to  prove  to  the  world 
what  we  believe  it  must  prove. 

I  am  suggesting  thai  the  problems  of  fiscal 
{  and  monetary  p6licies  in  the  sLxtics  as  op- 
posed to  the  kinds  of  problems  wc  faced  in 
th:  thirties  demand , subtle  challcngci  for 
wludi  technical  answers,  not  political  an- 
swers, miist  be  provided.  These  are  niatcsrs 
.  upon  which  government  and  busin^-si  rruy 

-  -and  in  many  cases  will  dissigree.  Th'jy  arc 
certainly  matters  that  government  and  busi- 
ness should  be  discussing  in  the  mo?t  soL>er, 
dispJSiio 0:^.10,  and  careful  way  if  we  are 
to  nuintain  the  kind  df  vigorous  ecoaoniy 
upon  whiiih  our  country  drpjnds. 
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fokn  .F,  Kennedy^  jg6:i^ 


How.  can.  \vc  develop  ancl  sustnin  strong 
and  ujbic  world  irtarUcts  for  basic  tgnmipdi- 
lie%  widjoui  unUiracsx  to  the  consumer  and 
wdthqut. undue  siimulus  to  the 'producer? 
How  can- wc  gene  raic  die  buying,  power 
Wjiich.caaxonsumc  wl)at  wc  produce  an 'our. 

How  can 


J  June  n  [234] 
^ptily  thc^^s  and  discharge  the 


and  tb 
taikjoF 

.  if'lhtnji^^ahy  curr<iij  trend  toward  rocet« 
in^iprcjcn.t  problems^/ith  old  cliches,  this 
/ii  the,  mdlnicht  to  itop  It— before  it  lands 
^  all- in  , a  bog;  ibi  sterile  Acrimony, 


fanm  and  in.  our  factories?    How  can  wc;    '     lj^iK4ssiQii^is^sjcnt;iai;  and  I  an\  hopeful 
tilcc  advam3;;c  oE  the  miracles  of  automiv  V  thai  th^^ticbaic^bf  rcctot  weeks,  though  ip^'^ 

'  li^ewhafi^iarrcn,  may  represent  ilic 

^tajt  9^^a,;scriouv'&'i4log  of  the  kind  which' 
hiss  led  i^^|Zu:d9^  fo  such  f  ruitful  collabo](;a-; , 
tittti"  ^a^g'  Al  the  elements  of  cconoM^^* . 
»>s6<tK:^  :^^d  to  p  decade  of  unrivaled  ccfr* 
'  jnoniit  fWXJgressl'  But  let  us  notf  engage  in 

ie  V\n»ng  aiejjutncnt  at  the  wrong  time  be-  , 
'  twcqyi'Hhc  wrgngCpcoplc  in  the  wrong  coun- 
*ify:^%hil<  l^c  ^cal  problems  of  our  own 
tin>S  !^ow  'ijnd  ^lultiply,  fertilized  by  our 


,  tica  widi  tlie  great  demand  that  it  iviU  piit  ' 
upon,  highly  ikilled  labor  and  yet  offcf  cm-  - 
plpymcni  to.ifcc  h:;lf  million,  of .  unskilled  . 
school >d£opouC5  each  ycnr  who  enier  'tlic  , 
I^CJiuckctr  eight  J  million  of  diem  ,  in  the 
19^0 s?"":.  '  "'.  ■ 

tj[oxy.  dp^\ye  eradicate  the  barriers  wKicb  ■■ 
s9pacatcJSubsta^lUa^  minorities  of  our  ctdzcnV 
frotiiaccess  to  education  and  employment  on  % 
.  egua^tcroi  \v!ii\lhc."re$t?.  \  - 

FJow,  in  5ur^  caa  we  make  out'  fre&,^;4on\  r 
ojay.  i^ork  at  f<tj]  cap.iciiy— ihat.isj  proSid(?\.'y;;p'/^^^       ijo  years  ago  Thomas  Jeflerson 
adcqudtc  .  profitsVfor.  enterprise,  atlequatc  ^  .wri^te/'Xhe  new  circumstances  under  which 
\\yagci5Ti^.^nbor/^dcquatc.  jij(U^  placed  call -for  nc\Y.  words,  new 

■  plixit,  ajH^opportuna^ir  for  all?;'  ^  ^      v\,        •  'phraij:?^  and,  for  the  transfer  of  old 'words 
Tljesc-art^tUe  prbbldjns  that\ve^jhoild  be    ■  to  mr  objects.''   New  words,  new  phrases, 
*  t^ng.-iboiit^that  th<;ipolitical  panics  ijnd  /    thewlnsfer  of'  old  words  to  new  objects — 
*t|^  .wloa^  grovps  inour^ountry  slifl^  ttucr  today  than  it  . was  in  the  time 

<^u^ins-  Tli^-.  camiot;fic.  ^b^vcd-by  In*  ^  of  JcjJcraon,  bccai/sc  the  role  of  this  country 
cjniatwni  f rom  tlitVorgottca^  Rut, the  u^o'vosdy  more  significant.  '  There  is  a 
,  \ycsierStiurcpc.sho^vs that ibcy    .^'in^w  in  England  called  "Stop  die  World,  I 

■•a£C-c^ipab[e.  of  .  5oluy^t(*— tbu  ^t;dfcrnments,  '    Warit.to  Get  Off."  You  have  ndc  chosen  to 
^^^JxuaY..of  tlrcm  ar^  cpmorvativi:  govern- 
..D^SjftttSj  pu-epareditq  /aceA.cch^iical  ^h\c\ 
\\(iihoiu  .ideological  .'p^ccotttcptioni^  Can,  < 
orckuatc  lix  elcmcn^^l'a  Jiitionljfjfccono^ny 


ru^bviog.  about  .;^iSyvi^i  *a'nd  'ipcty$p!cx\ty^*~^.: 

r%n:ic^.cpnversa.t^*-u     tec^^^J^yd- 1^ 
;vyjjj^purury  sound  Itke  old  rccortis,  Jon^-V 
/pkj ingp  left .  ovci ^rora^  the ,  raiddid:  viiir tics. ' 
The.  cicbratc.^j>r  tUc^^i^J^irc^ 
sjgnificani^aiiiji^diiced  great  rcsi^ltii4Jt 
Jit.l9o5i^"piawe  Ja^^C^^  wjiii  tfif- 

'  f crcni :  jiecd > ^a^ -  di f^tircn^  tasks.: :  It  is  our  ■ 
•  rcipoitMbiiii^^  t^dqiy  tiiiiVfLiaiiur jown.'^id  ■ 


cxercisc^thac  option.  You  are  part  of  the 
^iyorld  and  you  must  participate  in  these 
A  days  of  our  years  in  the  solution  of  i^e  prob- 
lems that.pour  upon  us,  requirih^jtbc  most 
sophisticacfcd 'and  technical  judgmcnt;.and 
as  we  work. in  consonance  to  meet  the  au-< 
llicntic  problems  of  our  limes,,  we  mli^gen-,. 
crate  a  vision  and  an  tsncrgy  wKiJ^i'yy& 
demonstrate  anew  to  the  world  the  superior 
vitality  and  the  strength  of  the  free  society, 

notk:  The  President  if^tokc  at  1 1  r^o  ajn.  on  ihc  Old 
Campus  aficr  hant;  awirjed  an  honorary  tiAjrec  of 
Doctor  oi  Laws.  H:j  opening  words  referred  to 
.A.  AVhiwey  Griiwold,  President  oi  ihc  University, 
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Mr.  Danikls.  I  now  recognize  niy  distingiiislied  colleague  from 
Coimecticiit,  Mr.  Sarasin.  Do  yon  have  any  questions  of  the 
Governor? 

Mr.  Sarasix.  Yes,  thank  you.  ^ 
Governor,  I  would  like  to  thank  yoir  for  taking  the  time  to  come  ' 
before  us  and  help  us  with  our  deliberations  on  this  legislation.  I 
have  several  questions.  I  would  like  to  get  back  to  the  (j^uestion 
Congressman  Daniels  raised  with  regard  to  the  prevailing  wage  rate, 
the  Davis-Bacon  rates,  and  so  forth,  that  are  called  for  in  the  bill. 

The  economists  that  have  spoken  to  us  said  that  this  can  be 
covmter-productive  and  will  be  attracting  people  who  are  not 
even  now  considered  as  pai-t  of  the  unemployed  statistics,  in  addition 
to  making  it  attractive,  especially  with  the- regional  differences,  for 
government  employment  in  one  part  of  the'country  as  opposed  to 
the  other. 

I  wonder  if  you  ^vould  comment  further  on  that, 
Governor  SiiAPi>.  I  think  one  o'f  the  cardinal  blessings  tha,t  we 
have  had  in  the  United  States  is  the  mobility  of  our  labor  force.  I 
don't  look  upon  it  as  being  a  major  problem  that  one  person  looses 
at  another  job  and  says,  ''I  can  make  more  monCy  over  there,"  and  - 
therefore,  leaves  to  take  another  job. 

I  think  this  is  a  part  of  the  American  system  that  has  been  very 
productive.  I  say  this  as  a 'former  employer  of  over  2,000  people. 

AVc  trained  our  people.  In  fact,  we  had  an . educational  plan  for 
our  iH>ople  cohere  any  of  them  could  go  to  school  and  take  any  sub- 
jects even  outside  of  electronics.  Many  of  them  went  into  the  real 
estate'business  and  other  things  on  the  courses  we  paid  for  while  they 
Avere  working  for  us. 

I  don't  find  anything  wrong  with  that  at  all. 
Mr.  Sarasin.  t  don't  think  anyone  objects  to  upward  mobility. 
A\Tiat  we  are  talking  about  hero  is  a  deliberative  pmgram  paid 
for  by  the  taxpayers  to  create  a  job  for  everyone.  There  is  a  t;re- 
mendous  cost  attached  to  that.  j  • 

What  the  economists  are  saving  is  it  becomes  counter-productive 
and  you  tighten- the  labor  market  and  then  create  the  vt?ry  pressure 
which  creates  a  new  wave  of  inflation  beyond  that. 

Governor  SiiAi>r.  T  dout  go  with  that  at  all.  I  think  if  y(ni  study 
the  cause  and  etfect  relationsiups  you  will  find  that  very  seldom  is  that 
the  cause.  ^       .  ^  i. 

If  you  go  back  you  wilPfind  that  most  of  your  causes  of  these 
upward  pressures  have  been  due  to  deciafins  made  by  people  who 
control  money  supply  and  control  invesbf^it  i)rograu;is.  T  think  the 
statistics  bear  it  out.  *     -/       \:  .  .   y  ^ 

Mr.  Sarasin.  Of  course^  that  is  not  the  testimony  of  the  people 
who  testified  before  us.  . 
Governor  Siiapp.  I  fenlizc  that  and  the  testimony  of  the^  pro- 
.  fessor  ahead  of  me  was  just  abysmal.  I  just  wonder  what  kind  of  a 
cave  he  has  come  out  of ,      •  ^        j  £ 

Mr.  Sarasin.  The  cave  is  MIT.  He  is  an  economist  and  professor 
at  that  institution.  I  assume  he  has  some  credentials.  There  is  also 
a  difference  of  opinion  on  the  subject.       .  ^ 
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'    hat       L  "".^"iploynicnt  being  a  practical  leVel.  I  say 

Nation     n      ^  to  tl>c  whole  social  structure  of  th% 

snvi  i!f  ^v"""""''  inflatiouary  pressure.  If  yon  are  deliberately 
cmmti-y    •    '  tremendous  social  pressure  in  this 

Yo.iv  arQ. also  ereating,  inflation  in  this  country.  I  iust  don't  hnv 

7'  ^^^^  '^'^^^^  an{on.t^o?i,l"ion  "n 

oJ  thirnanl^i  *  '""l''">-'"^"t-^"     to  i'H'>-ease  pro.luHivity. 

i^^it!,';  ' A^^f^""'-,^  certainly  didn't  uiitlei^and  that  to  be  his  testi 

^,  point  testimony  indicated^yould  only  get  us  to  that 

in^hiJ'bil] '"."r/j  '""'^  P'^.'-^P"t,could  come  from  the  other  p.-ograms 
employment  ^  lu'  addressed  himself.so  heavily  to  public 

I^cotSSio'n"  Government  p.rh„ps  l.ns  that 

^^p|S|SH3-^— ^^^^ 

close   wiVh'wSh-^^^^  ^'^'^^'^'^  should  be  working 


are 
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going  to  find  tliat  yoifr  tax  nitos  i)robgbly  could  ,  even  come  down 
l>e(*juis(i  you  will  have  in()^|t';^^j,»oi)le  payjng  taxes  and'fcwer  drawiug 
uiUMni)loynuMit  ('()nipensatiSii:w^  xielfare  payments.  - 

You  would  have  less  tension  in  qu^:  society.  I^thiulc  you  would 
find  your'  cost  for  mentlirWaltIr  oare  woid 

for  prisons  would  ji:Q  xlowu  if  you  hiul  a  society  in  which  yoii  reduced 
tensions.  / 

I  think  t^  fmulameutal  area  is  \Mnployuient.  person  who  feels 
ho  is  pnrt  your  5.8  pei;cent  aud  won't  be  given  a  job  is  not  going 
^  to  bo  a  peiVim  who  i.s  going  to  (it  wxdl  into  soriety.*Ih;  will  ereate 
all  kinds  of  i)rohU»ins  for  the  other  people  w  ho  are  workinjr. 
.  Mr.  Sahasix.  So  you.^are  saying  we  can  do  tliis  witliout  increasing 
taxes  ^  • 

Gove.rnor  SuArr.  Yes,  if  you  get  a' system  going  of  investments  and 
YOU  start  amortizing  those  investments  over  a  period,  just  like 
business.      '     *     ^  '      '  '  . 

Mr.  Sakastn.  Governor,  we  are  not  talking  about  capital  expendi- 
tures. We  are  talking  about  current  expenditures. 

•Governor  SiiA'ri*.  I  know  it  but  this  is  exactly  what  T  am  coming 
to.  If  .you  start  amortizing  3'our  capital  expenditures  like  busin<iss 
does.  thei]|jg|^r,()i)eratiug  budget  is  going  to  be  more  in  balance  an(l 
yon  don't  nWWi  to  raise  taxes. 

Mt-.  Sakas^n.  r  ry-spouHored  the  legislation  you  "are  refew;Lug  to 
to  put  the  Federal  Government  on  that  kind  of  a  budget  program 
so  we  can  separate  capital  from  current  expenditures  and.  make 
better  stfnse  out  of  what  we  are  doing. 

I  agree  with  you.  I  think  it  is  essential  we  do  that.  But  I  am 
not  sure  we  are  still  not  going  to  be  in' a  tremendous  deficit  situa- 
tion if  we  are  to  try  to  do  all  these  things  for  current  expenditures 
without  raising  taxes. 

You  are  asking  the  Fcdpral  Government  print  more  money  and 
discount  the  inflationan-y 'effect  that  has.  I  just  can't  understand 
that,  frankly.  ' 

(rovernor  SiiArr.  A  few  months  ago..^Ir.  l^urn^^said  the  money  sup- 
,ply  should  bo  around  Ti/o  ])ercent  or  tlivreabouts.  T.  think  we  could  go 
into^a  rather  substj^itial  ca)jkal  inijirovenuuit  program  in  this,country 
with  a  71/^  percent  increas^in  money  J3uppiy^,_ 

I  think  we  would  ha ve^  less  inflation  then  tlifci  now  by  increasing, 
productivity  in  this  country  above  the  two-thirdsSevel  wlifi^re  it  is  now. 
Tf^cj'iist  ccmtiiuie  to  let  our  internahplant  run  down,  then  operating^ 
costs  will  rise,  and  we  will  have  higher  rates  of  inflation.  • 

When  you  o])erate  only  at  two-third$  productivity  you  have  to 
abaprb  100.  j^rcent  of  yoi'  overhead  against'  two-thirds  production. 
This  is  triuySJdoiisl.v  infiatioiiary.  .  ^ 

'  Whei\  you  hav^  a  railroad  system  that  is  not  safe  at  any  speed 
so  it  takes  a  few  days  fongeV  it  raises  (*osts.  Also,  you  havc^  a  lot  o^ 
7)reakage.:This.  residts  in  a  higher  cost  of  transportation.  So  you  are 
l)etter 'o(T making  invesfnient  to  modernize  those  railroads. 

WJierf  y(5u  allow  your  cities  to  d(^ay  into  a  big  ghetto,  social  costs 
risy  trenieudously,  so  (Iocs  crime.  So  you  are  better  off  fixing  up  these 
buildings,  by  making  the  investuieut  that  will  {)ay  back  .over  a  period 
of  vears.  '  .  * 
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«v<,no„,^- for  tfu>-.sunuMim.nbpr  of  dollars  •^'""'"lat.oji  to  tlu^ 

iMr.  Sauasiv.  Goverfior.- you  talked  about  mouov  snent  in  wnlfX 

Tl,„    fi         •  ''^f^o'Pfi  '"f"  these  capital  improvements- 


the  crevices  and  don't  <^et  services.  So  I  think  we  should  ba  looking 
npQu  this  as  one  ^jovernnicnt  ^Yith  certain  responsibilities. 

Since  the  Federal  Governnient  has  a  tax  program  that  is  more 
iP*'*^r^*"<!^^^'^'^'  ^^"}*iJl^'^  of  the  States  and  l<)(-al' ('onnuunities^(brcajisc_ 
/most  lo('aT  ('onimnnitios'tlepoiiid  a  great  extent  upon  proiHufv  taxos,  ' 
which  is  tUe  most  iViehistic  and  regressive  tax  of  all),  a  lot  of  tlu» 
funding'prograujs  wonld  be  jnore  fairly  provided  bv  having  Federal 
.  funding  streams  than  bv  trying  to  pass  tins  otl'  to  tlie  local  gijuM  iiments. 
We  are  all  serving  the  same  people.  True,  the  people  in  ritt.shurgh 
are  Pittsbnrghers  hut  thev  are' also  ViMnisvlvaniaus,  and  they  are 
AnieVieai)s.  S(M)ui'  Federal  (lovennnent.  State  government  and  local 
govennheiit  shoufd  l>e  working  together,  and  utilize  tiu^  most  pro- 
gressive tax  systems  for  raising  funds. 

Mr.  Sai^.vsiS'.  I  don't  argue  with  that,  Governor.  I  assume  that  is' 
also  a  statement  of  strong  siipport  for  revenue  sharing,  which  I 
Inippen  to  agree  with  as  well.  IYo  do  do  one  thing  well  at  the  Fed- 
eral level,  perhaps  only  one  thing  a>«:l  that  i.s,  collect  taxes. 
We  don't  spend  it  very  well  but  we  know  ho^^;  to  raise  it. 
Governor  Siiapp.  T  appreciate  your  sentiments  on  revenue  sharing. 
Are  we  going  to  get  iU?  *     » ' 

Mr.  Sar.\six.  I  tliii^  we\*ire.  T.  just  hope  it  . happens  soon. 
Governor  Siiapp.  T  have  about ^  $137  million  in  my  budget  t!i is 
•  ve^ir.  It  is  going  to  ha\[e  an  nwf ul  hole  in  it  if  Congress  doesn't 
'  come  throu«{h  with  revenue  sharing. 

Mr.  Sak.\six.  T  tliink  the  failure  of  the  Congress',  Governor,  is  not 
to  let -yon  know  in  enough  timO  what  Von  can  expect  to  plug  into 
the  biidgct'beyond  January  1977.  There  is  no  excuse,  as  far  as  I 
am  cohcefpcd.  for  'ns  npt  to  do  that  now  except  we  have  a  Hay  15 
budgetary  problem.    '  * 

I  think  wliat  we  should  do  is  go  far  enough  ahead  so  that  ^ye 
can  anticipate  re^^nue  sharing  in  the  future  more  than  6  months  in 
advance.  *  - 

Governor  SiiApr."  I  agree  with  that.  . 
-     Mr.  Sarasin.  The  great  difficulty  T  lihve  with  this  legislation, 
Governor,  is  in  the  "area  of  public  service  employjnent.  I  think  there 
are  many  things  we  can  do  in.  the  area,  of  short-term'  employment, 
in  training/ because  that  is  extrenriely  irnportant. 

But  when  we!  get  into  the  public  service  employment,  especially 
at  •prevailing  wages,  we  are  competing,  with  ourselves  and  just 
•exacerbating  the  situation  'rather  than  hoping  it. 

And' when  the 'r testimony  says  so  mi^^i  Sveiglit  under  this  bill 
,  \will  have  to  be  pliiced.  on',  public 'service:  employment  because  ,  the 
other  areas  can't  pick  it  up  or  make,  that  much  of  a  change,  I  am 
left  with  a  thought  that  there  has  got  to  be  a/better  way  and  I 
would  ratlier  see  gbriie!*  stimulus  in  the  private  switor. 

Governor  Siiapp.  Whether  it  Ms  public  service  employment  or. 
whether  ii.is  employment  that  is  crejited  by  or  actually  employed 
by  the  public  sector  of  private  sector.  I  don't  think  it  is  the  main' 
'    issue.  '  \  *  ..,  t    *  . 

I  remember  I  came  back  from  WorkUWar  11- and  they  had  all 
these  CrI  bilbschools.  Under,  the  GI  .bill  of  ; rights,';  anybody  who'  had 
been  in  the  .service  could  go  {o  a  school.  T  started -my  electronics 
business  shortly  tliereafler,  and  if  it  wasn't  for  the  GI  bill,' quite 


00-5m'>,.f  ^^""^^1  "^^."•.^^'V''^  been, able  to  sfan-t  my  busines$^eca»se 
ul.o  lu.d  m^.iynl  he,r;t.ai.nn^^  in  (.lectiV,ni,..s  ,.roN-io„slv  .li.ri,3 

I  sul.mit  fnrtl.er  n.at  ^tlic  two  niaj..!-  fr,,vwt|,  .i„,l„,strii.,s  of  tlu> 
tK:s.ancl  oarl.v  .>x  lo.  namely  tl|o  elect.-o.ri.s  an.I  .the  air  tiai.soo  • 
uMlMries  .•ouhl  not  have  taken  place  if  k  luulnVhoe,;  for  ti.e  (    von  ' 
•  S^iT  vou^looV'"'  t'p  '     these  people  aurin.  an.!  after  ,l' ewar'. 
•uul  w  ,aH.  1     W  "f  ?°yf>"""'?^  investment  programs  of  tl,is,£ort, 
aiuLwliat  it  does  to  help  the  private  Sector,  if  vou  I,  ul  a  Dnhlic  sector 
works  pro<Vram  movmg  at  tt.is  particular  tim(>^rai.  itr  eopre  ^,i 

M  •  S  V  V  V  fe^        P        ""'r  "'^^  P-'blic  sector. 

Ar  "  yon.  Governor,  for  vour  testimony. 

Gaydos  ■  ^?e''tle">an  from  Pennsylvania,  Mv. 


Mr.  Gavdos.  L thank  the  Chaii'man  for  recognizin.'  me' 
,    Governor,  I  do  want  to  compliment- yon.  T  underetand  von  -vre 

r'mf  forTif  ^'''^Vf^"^-^'"'"'^^'^  ns  for';;r'£rriiirt'\;  L-^ 
^'lan   for  the  school  ta.x  pi^o-ram.  I  tliink  it  is  one. of  tk-  crnelest 

hcrveilely!"'  "-\P-Pl«  can't  afford  it.  It  aScts 

It  makes  some  kind  of  repiacement  for  the  now  accepted  school 
ta.x  on  property  I  tliink  it  is  the  most  adqiirable  type  of  pro.  S 
I. hope -wc  can  help  you.  I  know  sit  thrs  time  the  Federal  Gom^^^^^ 

oTtl  e'S;'l  'ed     1^''  ^c^«'-s;  approxin^atelv- 2V^>e  ■  t 

ot  the  tx>tal  education  costs  aronnd  the  country:  =■      '  " 

Ue.  on  tlw  Education  and  Labor  Committee,  are  very  familiar 
?'v  ne icS  l-^^"?ly.'  if  -c  .ould  cbie  that      "o  o  . 

Imfsli^nldS  Sdref  d!"-^  '^^  vou  suggest  ,  should  be  don. 

Governor  SiiAPi-.-  Unciev  the  pro-ram '  I  am.  suggest in<r  .  here 
actually  it  is.an  investment  program  because  over  the  earniT.g  life 
"t.an  educated  J>,.fP„n'tlu<  M,oney  would  come  i)ack  in  the  f JiWof  •, 

i-^i"^^  S-  th^r 

Actually;  it  is  not  a  cost  it6m  at  all.  It  is  just  a  time  displace 
'"^""t  h,r  eL.,.at,n,o-  p,.,Jplc.  The  e.lucated  l.e.ople.' who  will  tl  e'r  S", 
M.iore  nu.ney.  will'add  a  .urd.ar-e  on  tlivii  income  tax  " 

Air.  (xAYnos.  Going  back  to  the  GT  bill  experience  we  had  where 
we  put  the  money  in  and  they  paid  and  that  increased' tl^-  tax 
payinent.'fc  „'  •.  .   ■     »  .  r',. 

Governor  SixAPp..  Yes.  "  ■  •    '  • 

Mr.  Gatoos.  I  ani  anxiously  looking  forward  to  reading  that  re- 
l>ort  ot  yours.  . 

Governor., do  yon  share  my  opinion  that  when^we  are  talking 
ahout  dhsplaced  funds  .and  the  dangei-s  of  .siphoning  off  all- tvpeS 
of  resources,  h.m.aii  and  other  resources  from- the  private  and  public 
sector,  is  thtit  a  fear  that  is  unjustified?  • 

Governor  SiiAvi'.  I  really  doi^^imderstand  even  the-hafeis  of  that 
tor  this' reason.  I  know .  if  you  start  a  public  sector  program  it  is  • 
goui^  to  niea;i  you  are  going  to-be  gahtjf  to  the  money  market.  . 
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If  you  have  a  deficit^  ia  our  pres^uts^type  of  budgeting  system 
you  go  to  the  ihonoy  uiarket  to  geb^the^  money/ lliercfjpre,  you  would 
'  be  competiugowith  the  private  sector  lyic^ettino;  the  bonds  sold  *and 
"-tilings  of  thaf-isort>  ^)ttt--i-  think -th  is:  done  to 

stimulate,  the  economy  by  itself  is.?Toihg^to  overcome  that  particular 
^ thing:         ■ '  .      .        >    .    .  ,  .  '  . 

I  am  talking  .about  an  investment  program  to. rebuU^  a.city.  Qr 
rebuild  the  railroads.  . The  30b\000' jobs,  for- exampK  in  this  rail- 
^road  situation  I  am  talking  about,  ihey  are  not  all  out  there  on  the 
railjroad.  .  «      •  *  »    -     ^  ^ 

The  steol  ^-  ininiiiiie^  ^^  iM  ,l>n#W"  thi'^niir.  *  ThoV  liW^d/e^^ 
The  electi;ica]  compaiue.s  who. ai?^nt ting  in  thV  electrification  along 
the  track  will  be  building  that' equipment.    \'     !  ;  ,  A 

So  most  of  the  money  really  is  not  going  to  be'money  that  is  spent 
just  by  the  Governmeiil:,^  It  is  .goii^  to  be^' money  spent  by  the 
{ioveriinuMit  in  the  i>!;ivat(T^ector  {U<(Wili  stiiwjate.thi;  private  seC'.tor.^^ 

If  you  will  recall,  iir my  direct  testimony.!  said  Q>fr  studies  sIiQW 
foi"  each  doiiaT  of  investment  that  the.- public- sector  irrakeS'/'j^bu" 
stimulate  aboM  $2.40  worth,  of  private:  3e(^tor  investment.  This  - 1^* 
$3.40  total  investment,  that  stimulates  the  growtl^  and  econoan:  albouti 
$8  to  $10  a. year.       ■:  \  '  \\-       *  ;  "     ■  ,  '\ 

^So  you  tire  talking,about  parallel.  f)aths  hey^  with  tlie^pHVate  sectar. 
^111(1  public  sectqr  nioyiiig.  ahead 'togetl^rV^»d©h^^  the  money 
market  is  goiiiji  tb  bc'  ^i^ffected  to  that**'^,t^nt.    .  ^        '  "  * 

Mr.  Gaa'uos.  . AVe  / have  had  before         cohrm'itfee  on  ^ numerous'^ 
occaj^ious.  iiKief)Vtitio\Ys  testiiiionv  to  thr^'cH'uct  thVt  i^Try  fiijp^  you- 
make  the  approach  you  ai;e  talking  about  you  are  faking' away 
c^pituKthat  could  be/used  in  the  private -sector^&      '  . 
.  That  seems  to  be  one  of  the  argumeitts  ..^^pTriost  of  the«»petJpJe 
who  fiave  been  testifying,  the  dedicated  free  enterpriser^,^  which  I  - 


think  wi  all  are  hut  we  take  a  different/approaoh'.  I  am'  glad  to 
hear  yotu"  explanation.'  ,    \r-^  '  ^  ■ 

Governor,  do,  you  share  my  . opinion  that,  when  We  "provide  public 
jobs,  for  instance,  in  the  State  .of.  Pennsylvania,  and  your  political 
subcfivisionS  'that  it  amou)its  to  "maybe  al^.^t1argenlent^  of  exismig 
rev<^mie  sharing,  aude  revenue  sharing*,  sec^s  to  have,  feeen  enacted 
in^  fact.  revenue  sharlijji;  had  its.  birth  witti  the  Eepublitan  admin- 
'istratira.  .  ^       .  '  /  '     .  ^/ 

Since  they  have  accepted  it  in  principld  anfd  now  we /come  along 
and  try  ta  enlarge  it,  ."this  is  revenue  shaping^n  Jcindi^Eor  want  of 
a  better  descriptive  word.  T  can't  understand  the  position  taken 
where  you  woiiltl  hccept  reyeuue  sllttfing.  \^hen  it  deals  with  dollare 
and  not  '  accept  it  wli^i  if  deals  m  services  such.- as,  providing  em- 
ployment far  a  man.  If  is  the  ^me  thin^.  Do  you  share  ray  opinion? 
.  ^  Governor  SiiAtp,  I  have  never  heard  itycxpres^ed  this  Wa}?*.  I  wilh 
have  to  give  somej  thought  to  it.  T  don't  see  anything,  wrong  with 
your  logfc.  ,  .  , 

Mr.  GrAiTDCis.  Commg  from  you,.Goverfi6r,  I  consider  it  a  compli- 
ment. You  have  i>rcsented  a  vei^  ctifncise.  welj-resea^rched  ahd  well- 
documented  presentation,  Gov^rnftr.  *^ 

PrioK  to  your  appearance  .here',«3l  commented  arid  discussed  your 
forthcomiug  appearance  with  tbj?,  chairman'%nd  told'tiim  that  when 
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Qofcnior  fehapp  presents  something  it  is'o'oin.r  to  be  woll  Ho^^n 
mcXtecl    .t      gOinj.  to  be  quite  logical  and  ff«5^^^^ 

aTdnhai'^'volf "bein?  iL;?.^"'  '''''       ^^^'^  ^^"^"^ 

I  ^pflp^t^^n  Jn'r"""  "i^.,""^"  particular  pcfsoiial  feeling.  I  know 
Lri^r  /       ""''"^  "V'*'  committeo  generally,  that  it  is  ahvavs 
AT  voir  come  back.  Thank  von7         '  ^ 

U:u  ;J^'\^^iy''-  I^/''  Pl'^asure  to  recognize  the  ^lutlioi-  of  this 
AngniLtlaSr^';^'  Congressman  fro.  (California;  Congress.' an 

nlif'";  may  T  simph*  apologize  for  niv 

^hat  I.  l,ad  expressed  to  the  Governor  privately,  and  that  is  the 
Governor  has  ahvavs  been  most  cooperative  witj,  the  varions  sub 
committees,  at  least  those  of  which  I  have  been  a  member 

W  henever  we  were  in  his  State,  his  administration  really'set  a 
benchmark  for  the  participation  of  State  officials  in  cooperation  w  th 
Federal  officjals,  at  least  congressional  committees         P^''«'""  ^^lUi 

<5i;nr?."'r  \  ""^l'^'-^  '^H""^'  '^'^^■'^  ^'^'^'^  referred  to  bv  Governor 
Sliapp  have  been  submitted  for  the  record 

jNlr.  Dan iKLs.  Thev  have.  .  ^ 

Mi:  Hawkins.  They  should  be  included  because  they  are  vej-y 

S'n  '%"^.r"''  ''"'^^"^"^  Prc^iivnms  which  T  think  tlis  S 
mittee,  and  other  committees,  should  study 

May  T  simply  tell  the  Governor  that  he  has  oertainry-  lived  np  to 
all  the  expec  ations  that  we  were  assured  bv  Mr.  i?4ydo^^Zild 
ake  place.  TIis  testimony  is  most  valuable,' not  onlv'  CaiSc  hj 
happens  to  be  a  public  official  of  one  of  our  great  StatesTt  ilso 
.because  he  IS  a  seasoned  businessman.  orates, -pur  wso 

;   He  has^  brought  the  viewpoint  of  the  ^businessman -beforeWe- 

ha  ^Zll^'f  1?'"^  T^'^'^r"''  '"""-v  bnsines  men'^^ 

ave  really  felt  constrained  to  dffer  their  suggestions.  I  think-%^ 

.  Ihff  inolSng':"'""  ^''''^'''^        his'-^estimony  before  S 

..l/^J'fr'f'"'"'^'  t'>c.best  present/itions  I  hav*  hei^rd  during 

a  1  of  ho.  hearinirs  for  the- past  2  years  that  I  Jmve  listejied  to  on 
the  subiect  of  full  employment.  T  commend  him  and  certainly 

bSl,n  ;^t>,°'''"  ''"r"''^  congratnlatlons,  which  I  think  are  shared 
lvr-«ie  other  members  of  t)jis  committee 

Governor  SiiArp.  T  ced&oit  appreciate  your  remarks. 

Mr.  Hawkins  I  have  nothiV  further.  Thank,  yon. 

Mr.  Da.n-iw.s.  Goverjior,  on  b>terf.f.of  the  committee  I  want  to 
express  my  thanks  for  your  testimony  and  appearance  here.  It  has 
.  een  very  .nformative.  It  has  also  been  my  pleasure  to  meet  you  for 
the  hrst  time  in  person.  '  •  .y  "  iwi 

l,nno°Hw"-''/'^'»'^T  Pl'iasiire.'  to  be  here,  and,  T  Certainly 

hope,  the  information  I  ]iresented  will  pVove  helpful  in  your  delib- 
erations. ^  ■  '  • 

IVrr..  Dan-ikls.  Thank  you  again.  •  v 

This  concludes  todijy^s  hearings.  The  cohiniittee  will  hoW  adipuri?^ 

and  reconvene  on  Moi^y,  Apfil  12  nt  10  a.m.  in  this  room,  ^IT.i 
rrr  ^'^>'^""""  HousflPffice  Building.  •  '' 
[Whereupon,  at  1 :2r,  p.m  the  siibcmnmittee  recessed,  to  reconvene 

at  la  a.m.,  Monday.  April  12,  1976.-]  * 
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PlIU^  EMPL0Y»VE6^^        MLANCEDTiROWTH  ACT  OF' 


4-  MONWLY.  APRIli  12,  1&76 

.  f    '  -       :  '     ;.  :    '       ■  ■  . 

..  House.  OF  Representatives, 

^      SUBCOMMITTKE  ON  ilAN^OWER/CoMi?EN8ATION,  AND  ,  . 

HEAi/m  AND  Safety  OF  the'^Committee  on  Education  and  Labor,' 

The  Siibcommittoe  met,  ptirsuant  to  notice,  at  10_J1I  a.m,  in  .ropm;. 
226i;  Raybiirh  House  Office  Buildiuf!:,  Hon,  Dominick  V,  Daniels 
(chairman  of  the 'subcoqimittee)  presiding,         \^    ^  .  . 
•  Members   present:  Hepresentatives   Daniels,  Hawkins,  Meeds, 
Gaydos,  and  Sarasin.  -  °  "      '  '  u 

Staff  present:  Dan  Krivit,  counsel  ;/Saralee  Schwartz,  research^ 
assistant;  and  Nat  Semple,  minority  coimsel 

Mr  Dw^K's.  The  SiiHconiniittoe  on  jraiipower,  (  ompeusatioii  and 
Health  and  Sufety  will  come  to  order,  This  morning,  we'contfnue 
with  hearings  on,  H.R.^  50,  the  FulT  ^Employment  and  Balanced, 
Growth  Act  of  1976.         ^  ^  .  . 

.Our  fii-st  witness  today  is  the  Hon.  ^axil  O'Dwyer,  president  of 
the  City  Council  oi  New  York  pity.  ;  .  ^ 

We  wish  to  exterffrto  you,  Mr.  President,  a  wanii  welcome  to  this 
hearing  and  look  fo?^a,rc|  with  pleasute  to  your  comments, 

STATEMENT  OF  PAUL  O'DWYEJl,  PRESIDENT,  CITY  COUNCIL  OF 

,      NEY  YQRK  CITY     •  ^ 

■      •  ^  ^.  .   .   _  ■ 

'    Mr.  O'DwYER.  Thank  you^Mr.  Chairman.  .  . 

Fii-st  let  uie  say  I  appreciate  tho^opportuuity,  iiivitation  and 
opr)OrtunitV  to  be  "here  to  talk  about  a  subject  whidi  is  of  tremen- 
dous moment  to  eYeryone  throughout  the  United  States,  ihere  ^s 
not  a  subject  as  davastntiug  as  uuemployment.  in  the  area  .that  ,1 
"ive,  aud  devastating  in  every  othef-  section  of  .the  country  a|  «vol  I. 

nnau,  I  am  Paul  OH)wyer,  iiud  I  am  here  to.  t^Mtity 


^?[•.  "^hainnau,  x  <im  ^  c*...  wy.,.v  -  — — ■  -  .  ^ 
both  as  president  of  the.  New  York  ^Oity  Council  ami  iJ^^Sgre- 
sentative  of  the  Full-P^mployuieiit  Action  Council,.  whosfe.,^lW'- 
pcrsoiis  are  Mrs.  Martin  Luther  King  luid  Murray  Fmley,  >tes}- 
dent  of  the  Amalgamated  Clothing  AVorkcrs  JJinon.  ■ 

\s  an  elected  official  of  the  Citv  of  New  York,  I  rcpre^nt  more 
than  8  million  people.  Of  these,  10.7  percent  of  th?  labor  force  arc 
nnemploye<l,  at  least,  that  is  what  they  tell  us. 
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1  -^'^.^tm";'  F..!l-Kmploynu..t  Action  (^ounci^" 

i.n!i  -T 


,  ■Alt  i.f  I07("  '  '  ""  '■•"'I;!"."!'""  1ml  lial«„<.,.,1  firoivlli 
.■™.|»Taii;,ii.  Fun     »  ,},L^,^r     5^^^  i»'li'Wn"i  N/ >vi.||  „i   , 

...■«,,,„  ,^  r«;.;S3;v™,,i;,;;""  ""'"^  """"  

omy  so.  tl..;t..  A  nJ  i  .n    .  n^^^^  'l-vHopnn.nt  of  our  ec-on- 

fn.i.  of  on;'-iS.;^;^.t:i  ■!'^;;.;^  s;;;-^ 
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*  oniy,  witj^  f wH and  decent  living  eondhions., for  all  it§ 
;    citizi^^^ij^''^  ^roli<j:.coMntr^v  whWli  would  hi^ve^nothing  to  fear  :^romj 


^  .  any ,  qWftjtM'  o.J  the' «:lobe.  j-       .        ^  ^ 

"  When  tile  national  wil^  was  niobitizcil  decades 'ago,  we  wei]p! 
•    able  to  split  xthe  atom..  A  decade^  ago  .we  sneeessfnlly  n^obi^zed  onV; 

-  sljyills  and  resonreesJoiaplaCc  nieiKon  the  Moon..  If  we  i)ow  take  tlu> 
lead  in  mobilizing  tlie;  »iiationUl».  will,  can  we"  nof  provide  full 

.kunploynxent'?.        ,  .|  _  .     ,  ' 

*  Full  oni^oyiTient  is' the  eVuf^rstone  ot  tlte  drive. for  €ocial  justice. 
-^.Th^<)ugh  mil'  QrSl)loj^ment  we  ^'an  end  the  welfare  cycle  and  ;pro- 
>  vide:people  witli  th^';lTleans■  ^5  achieve  i^^l'oper  nutrition  and  decent 

housing;  and  to  piilT  some  6i\t  of\tluar  insecurity  .and  fear'  and 
others  out  of  tliMr  desiMr.        W         "  v         /     -  * 

^  It  ^loeK  ditth^^good  'for  ns  f  o  rail ,  at,  those  mIiu  ,  conilenui, 

/.^ndpjent  if  ^ye  hayt!*  no^U)S  with  which  to  .provide  the;u. 

•"••^  Some'  radio  ami  television  eomuunitafors  lulve  talked  about  the 

-  -decline  in  tluiATnited  Suites.  TJie.  passage  implementation  of 
appropriate  le<^§lation  would  giv(^  the  lie  to  those  crepe  hangers. 

■  X  United  StaU'S  which  shall  have  achieved' fnlK eniploynfent»wit|i 
meaningful  work  and  decent  wages  for'  all  of  its  citizens  wonlVl 
be- a  socrety  .Qf  which  to  be  proud;  one  which  is  going  forward,  not 
declining,        •      v^.  ^  '        -\  "■.  . 

.  ,()ijr  present  lcoiwniT(^policy.  niistak<Tnly 'correlates  inflation  "with 
^  uneniplovnient— Tealling  inflation  the  inevitable  partner  of  full  em- 
ployment ,  and 'insisting  that  we  ealutot  have -stable  prices  without 
•*  some  Uiieniployment,  too,  -  ^ 
'    •    Recent  histoi-y  does  not  J)eai'  this  out.  In  '19r)3,'  when  w^  had  oiir 
lowest  unemployment  I'ate,  we  also  had  oui*  lowest  inflatmn  rate— 
le^js  thau.l  percent^  ;    «  •      '  'ap 

In  lOfiS,  when  ecoiiomists  ^uit  the  inflation  rate'  at  4.2  percent, 
econonne  advisers  presciibed  higher  inuyrnploymeut  as  a  Cnro-all.  The 
resnk  was  double-digit  inflation,   "  4( 

And  in  11>74,  when  we  had  an  inflj|tion.  rate  of  12.2  percent,  we 
also  had  rising  unemployment,  reaclmig.7.2  percent  by  the  end  of 
.    the  year.  ^  . 

The' real  i-anses  of  inflation  br  1074' and. l^^TH  were:  one.  the  sky. 
iwketiug  prices  of  oil,' fixed  by  ouV  overseas  and  domestic  suppliers^ 
which,  in  turn,  raised  the  cost  of  gasoline,  home  heating  oil,  syil- 
thetics,  plastjcs  and  "cherhieal  fertllim;s~all  of.  whom  are  derived 
from  petroleum. 

Two,*  f he.  worldwide  increase  in  demand  for  American  farni 
.   produwts,  which  drove  up  our  food  j^ricps.  ♦ 

Three,  the  a^'tion  in^l072  *of  the  Federal  T^eserve  Board  in  loosen- 
iifg  U])  the  money  supidy^'^V  i  * 

Four,  the  inflexible  priciij<r  decisions  mnde^  by  big  business  iri 
industries*  wliere  competition  is  uiore  ai>parent  thap  real,  which  kept 

*  prices  up  even  when  demand  declined,  f.-  *  •  ^ 

And  full  employment'MnuW  be ,  considered  w.itli  o^r  desired 
economic  goals,  including  pro^ra-ms , for; energy,  t^n^ggjltion,  en 


vifoninental  iinprpvement,  liealth  care,  ediication,  lfou|^W^s]utals, 
and  cultural  centei-s.  Fifll  emi^loyment  Avoiild  fulfij|gg|  needs  of 
other  economic  planning, 


388 


To    .li     '■'"l>J".;-"."-"t  nncrj  oonfrratulMr,.  Senator  Hunip-hvoy  and 
t  oiiflrossniaiL  Hawkins  for  tins  pr^frrossivo  niovo  ,         -  ' 

,\^''''7;^'\-^vsto.u  slionld  bo.  require^  to  ji.stifv  to  th.v 
IiosKlont  and  tl.c  (\,no:rc.ss  the  ninnncM-  in  wliiHr  its  polic-'ios  cv^n-- 
HvA"u^il      r'  "'I'fi  ■'"•Pl>ly  and  availabilitv -of  credit 

Tl    -  J  "■'  V"'7^fl"'  'f''''J-'';t-\i)'Hl  ohjoctivos  that  arc  .Wahlisljod. 

llic  iMin  Kniploympnt  aijd^  Balanced  Growrti  Act  of  1970- is  a 
|Ionora  i>conon,.c  pohcy 'bill  tt  would  cstablislr  tbe  procodnros°and 

rosf.  luri  ^^';^'^'V"''\"i''''  "•'>"'^/'>a"i'-o  tbe  President.: tbc  Con- 
^Moss  nnd  the  Federal  Reserve  to  develop  and  act  on.  tbe  national 
Smvtlr"  for.  full  employment  and  balanchd  economic 

-      Tlic  major  focns'of  the -Uill  is  on  tbe  crea/ion  and  i\1aintenance 
of  lol,  opportunities  in  the  normal  •operat.ic^s  of  the  economv 
■    If  It  passes  ,t  will,  mean  that,  the  Federal  Governmenf  sbonld 

pri^^^^  to  turn  rfole  iVciS  ts 

Tl'  ?*^n^''  ••^"^-•'^''f/i^       employer  of  last  resort  ' 

the-  I'.nl  Employment  and  Balanced  Growth  Act  of  1970  seeks 
to  n  ilize  the  uovernrnetit  n,  the  fnlfillmCnt  of  the  promise  for  full 
emplpynumt  that  It  made,p  Vears  a<ip.  in  the  1940  l^mplovment 
Act.  lie  bill  s.  central  tlmi.st  is  the  clear.  uncompromisin<>  riirht  of 
every  .  American  to  obtaiti  .(Employment.  It  commits  the  , Federal 
Tovernment  to  pm-sne  t^ve^y  fiscal  monetary  and  other  measure 
needed  to  insure  tbift  such  ^ob,  opportsmities  arc  provided.  Wc 
luNirtily  endorse  It  and  prav  for  its  enactmentt  . 
u-;.l,\^  '1^^  .chairma.n  of  tl)e  siibcommittee.wl 

.n  ,  l  'l^I>';f  .^5. '".V  tlianks  to  you  for  a  .  very  Aie  .statement.  Tlie 
members  of  this  .«iibc«mnnttec  would  jijce  to  a.sk  a  fbw /.u  est  ions  T 
Have,  i.reparcd  :oine.  juid  haVe  fiunisbcd  von  with  a  ("o-.v  of  the 
questions  T  l)ropo.sc  to  a.sk.  >  '   .    /  " 

.        r^^-^^  I>'-fsi(lent  o*-nnc  of  our  couiitfv's.  lar'Tfist  and 

■nio.st  bnaiicially  burdened  urban  areas.- do  voii  feel  that. IT  K    'iO  • 
would    provide  coBstructivc   youfli  ,  employment   policies  and!  if 
(  iiactec    could  help  .vonr  citv  meet  it.s  current  nnemplovnu-jit  needs? 
H.y["  wo  liayc.  which  is  basic  to  our  problems,  is 

ornl^rn'T'-'ii"^  unomployinent.  We  have  over  1  million  people, 
on  the  relief  rolls,  allowino:  for  a  number  of  those  to  be  the  verv 
o-lcl  and  the  \  ery  youn.ir.  we  fiiul  that  more  recently,  those  whose 
iinemployincnt  has  run  out  are:  onto  our  relief  folFs  iis  well' 

(JDvmiisly.  anything  that  woukl  create  employment  woi*ld  o-reatlv 
reduce  that:  even  thoujrh  our  particular  .share"  of  the  total  burden 
ni  the  city  of  New  ^  ork  is  2r.  percent,  when  vol.  liave'thafnumber 
bL?"'  '  "  -  .is  stajifreriiH: 

I  would  sav  that,  our  problem  is  our  tax  base"- wliiclr  has  been".  • 
.treat  y  reclucTid  l>y  the  flight  from  the  inner  city  to. the  .suburbs, 
al.so  the  biirh  doj^rec  of  imemployment  in  th.i  inner  cjty.  If  one 
were^^rured.  obviously  much  of  our  finan<>ial-  problem   would  be  . 

Mr.^  Daxtfxs  You  state  on  pape  1*  of  your  statement  that  the 
city  of  New  \  ork  is  .su^Terinrr  fijpm  10.7  liercent  unemployment,  and'  - 
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yoii  just  intMitidfietl"  tluit/ y  npjgfrox^imatery  1.  million  people 

on  rclicf,.'Pp  ^-oii  think  tfie  policy  enWsionecf  in  section  205  of  this  . 

*  *\bilL  dealing:  with  youth  omployiWnt  policies  wilU  offectiv^ly  deal 

witli  the  problelns  vou  ar^  exporiencin*;  iH'Xew  York* City? 

M't\  X)'I>^VyKR.  >tr.X'hairman,  I  must  tell  yout  that  Hiat  10.7  pcr^ 
cetu 'is  what  >\ve  <x^^rfron\  the^  statisticians.  In  our  ama,  wp  have  as 
high  rK)^percpnt  unemploynipnt  iwnon^r  young  people.  Obviously. 
thp.ro  a  necessity,  wkon-  thoy  come  . teaming  out  of  the  schools, 
^privat^  industrVv  <;annot  absorb  them.  There  lias  to  be  some  action 
taken  by  the' Go\^M'n^ient  to  fill  the  gap  for  at  .least  that  portion 
-of  the  tunc.  Tiii^t  is  pne  of  the  things  I  like  about  ^e  bill. 

It  is  ^broad  enough  to  envisagerany  kind  of  relationship  between 
industry  'a iid  gcA-ernment  to  help*  to  cut  down  the  unemployment 
<i-ate  nnd-do  tlu;  niany  things  that  spring  from  that.  I  do  not  believe 
\  we  have  a  1()',7  p.erceiit  uneinployinent  in  the  city  of  New  York,  I 
think  we  liave  a  20  percl^it  unQmployment.' Tliey  do  not  count  those 
wlio  have  been  j,off  nnemployment.  They  do  not  count'  the  young 
people  who  have  coin?'  out  of  the  schools,  .  , 

•Thove  is  a  .tv'hoU"  grouj)  of  other,  people  that  have  never  been  on 
payrolls.  We  liav,e  to  fac^  up  to  that  fact.  Tliey  are  iiow  no  longer  . 
on  any  other  payroll,  registered  or  otherwise.       '       .  . 

Mr.  I).\NiKrs.  The  senior  citizen^  who  work  part  time,  those  , who 
have"  become  disehelianted  in.  reporting  to  the  TTnempioymcnt*  In- 
surance Oflice.  t'allin»5:  but  Qf  the  jot)  market.  : 

Mr.  ODwYKU.  Wejiave  that,  and  anqtlieixprOhlem :  Illegal  aliens, 
all  of  these  things.         /  ,         .  *  -  . 

Mr.  Daniki-s.  From  where  you  sit,  in  the  oiKcbil  government  of 
the  city  of  New  York  fts  Council^  president,  what  dp  you' tliink  are 
some  of  tin*  greatest  barriers  to  reducing  uneini)loyment  ? 
V^fr.  Q'nwYKR.  In  the  tirst  place,  tb^  inflationary  .spiral  that  we. 
hUfve  fgone  through  is  one  thhig  that  is  probably  more  reason  for 
it  than  apy  other.  The  fact  that  we  have  no  real' job  opportunities,' 
no  creative  job  opportunities  we  can  foresee,  we  have  no  Gove.rn- 
miMit  assistance  in  nun'ryiiig  the  private  and  public  sector  together 
"'and  tlie  creation  =of  nc*w  industries,  the  search  for  areas  where  con- 
sumer got»ds  are  needed— there  are  many^  areas  wlicrc  consumer 
goods  an*  needed.  '  ^ 

Xo  way  of  liguning  out  where  that  takes  place,  and  helping  to 
create  in(histi:y  in  t^vsi^  areas.  These  are  SQme  of  the  things"  that 
bother  lis.  .       ^.  .* 

>  -Mr.  l)ANn:u<^.  Therefore,  you  believe  that  the  provisions  in -this 
,    bill,  providi-^ig  foi-  a  study  of  tlie!iunemi)loynient  situation,  providing 

for  irreater  production  studies  madt^in  this  area,  will  be  helpful. 
.  .   Mr.  ()T)wYKK.  ft  will  be  extrenioJy  Jielpfnl  fp  us. 

Mr.  Daxikls^  Mr.  (y4)wyer.  during  the  hearings  on  this  bill  be- 
fon^'this  snl)committee^*^'e'^heard  .some  witness(^s  say  we  should  not 
establish  specific  numerical  goals  for  unemployn^nt  such  as  the  3- 
*y  percent  unemployment  rate  envisioned  in  this  bill. 
Do  Vou  ag.ree  with  those  views? 

Mr.' (yI)^yl^■:K.  Mr,  ("hairman.  it  alTdepends  on  whose  ox  is  being 
gored.  It  aW.depen'ils  on  whetliei^  or  not  you  ai/  the  one  talking' 
about  it.  or  Oi\e"hf  the  3  percent  who  is  unemployed.  Three  percent 
means  over  2  million  Americans  who  do  not  have  jobs.  We  just 
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iii\-c  to  ^takc  up  the  case  of.. any  one  of  tliosc.  Arc  tlun-  not  oiititlod 
to  t!u.  .pmt..ct.on  of  tlu-  liuv  and  protection' o'f  onr  eoonomv?  If  the 
K-oM.miY.la-s  m  Same  arenS.  is  it  not  necessarv  that  a  bill  like  tliis 
wm.h  ,  he  important  to  try  to  hrinjr  ahont  some  incentives  to  indus^ 
• ;      '  ;'''''f"">?l>'l>  hotween  frovornnient  ijnd  industry  1^  absohitely 

.;    '^i' J''''  ''''f'f"!  fl"«-  of  tliin-s.,we  would  have  a  certain  fifnonnt  of 

"th';V"r   ,  ''T'''''''  "^,f"S""'->'  "-"'k-  l  ani  n.ot  talkincr  about 
hat  that  wonld  luipiKMi.  To  sn^rfrest  that-we  vondemn  anybody  to 
.1  .5-pereent  li-ure  of  unemployment  is  totally  out  of  contekt  of  tlie 
ba.si(.;.doVumentsof  our  country,  '  >i-^l  oi  uic 

'  ''f-l''^^"''  it  ('iin  be  achieved  within  a  no-riod 

-rn'o!!'  'n/^''''?'M  .'''i'"''^  ""t  1";  so  .presnmptuo:us  -as  to  hazard  a' 
■T  "''^  "'Oi';  ,111  formation,  more  hackj,'round.  than 

,  Ix't  us  assume  that  we  jrot  movinnr  i„  that  direction  soon.  Tlie . 
.sooner  we  .iret  onto  it.  tht>  .sooner  we  will  be  able  to  accomplisli  jt. 
son  ofi;    "  • -'''^  "^'^•"'•M'lished;  tj.e  time  situation  is 

FeH^^., I ^p''' 'u  "  ^^'■•'^  snbcoinmjttee  last  week, 

1  (r  eial  Keserve  Hoard  (Wrnor  Charles  Partee  .felt  that  if  l^ed- 
'Z'n^  V  r  projrrams  paid  a  wa-e  niidor  the  Davis- 

V.'  r         fi"''       '''!r'  \\-'i«<>-  "1-  State  or  local  iiiinimnm 

I'nA^:  l"'*^-".''"'^'  ^vajre  11,  State  or  local  frovernmcnt.  people 

uoikinjr.in  the  private  .sector  would  he  enticed  to  leaving  their 
iSujoli''         P'-'^''t''^«'t"'-       soarch  for  hifrhcr  payiufr  job.s.  ' 

Do  j-«u  have  anyyiou<rhts  on  tliis  point?         '  ^- 
Mr  ();i)wvr:i;.>'do  not  follow  them.  Frankly.  I  do  not  see  that 
as  a    o.irual  conse.p.enee  People  who  are  in  iVc^ain  an-a  of  the 
oui  t,  ,  ,vho  are  involved  mliavin^r  fair  wajre.  are  not  likelvUo  start 

I  ,f  1^  .'"^"''''i  m'  ''  j"^'-"  '''"i  I'-'l^'i'^  sector:  I  doubt 

tliiit  that  Xvouhpiappen.  \  , 

Let  ii.s  a.ssume  that  you  would  hav\soine  mobility.  I  do  not.  see 
tliat  as  he  mo;  a  ^'leat  harrier  to  what  is  proposed  or"  siipfrcsted.  • 

V  A        h  ''•^P"''f"'i<^''  i'l  York  from  the 

I  .rteral  l.eserve  Sy.stem.  I  am  inclined  fb  take  is.sue  witli  a  certain 
.•in.ounf  of  douhr  whatever  information,  whatever  proUftuncements 
come  Iron,  them.      e  have  had  a  situation  wliere  the  head  of  the  . 
lederal  Ke.serve  .Sy.steii,  .has  siiid  at  one  time,  when  we  were  in  our' 
dct'pcst.  troul)le>  that  he  Would  not  recommend  our  paper  to  anv- 
...dy  else.  >ou  know.-  I  thoufriit.  that  that  was  a  rather  out raffeoiis 

.s   Iw  h  f|""lJ',''^'=V^>"^  a  Government  afreney  as  impo^-tant  . 

as  the  head  of  tlie.^Vderal  Keserve  System.  , 

rhat.  in  effect,  ciui.sed  us  as  iniich  difRcult  v  as  any  single  factor 
Let  me  say.  when  they  -ive  „s  some  ideas  of  their  concept  oV  wliat 
would  happen  in  the  labor  and  economic  world.  I -Inive  to  accept  it 
with  a  irpun  of  .salt.  '  ••  ' 

,,Mi%  I).\Mi.:i,s.  Mr.  O'Dwyer.. yesterday  T  had  occasion  todisten  to 
a.  1  \  profrram.  Pace  the  Xatioh.  The  -ue.st  was  a  woll-known  and 
prominent  economi.st.  Walter  Heller,  who  publicly  e.vpres.sed  his' 
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^port  fortius  bilCa^d  he'said,  of  conrse/it  should  be  tighten^a. 

I  wonder,  do  you  appro-ve  of 'the  bill  in  its  present  form'  or  do 
^  Ah  mf"^  ^"^S'^^tions  or /recommendations  to  tS  CommSee" 
„  Mr.  ODwiTCR.  I  am  q,uite  certain,  given  the  membei-shiS  thi; 

4  lujvj,  not  gone  that  far  along  the       to  be  ablo  to  sav  that  ll,»r. 
sho  iM  he  an  impl-ovcmcnt  in  this  area  or  that  ,1™  frl,  .fr  ' 
:  .s  thattho  concept  is  right/thf,  tigh?  n  ^  nfp  «ess  thi  c  a^ 

wore  not  just  rude  people  unrelated  to  the^An  eHcTn  pasT'Ss^ 
•  were  people  who  weiB  steeped  i^nto  the  ^vrttiq^  itv  o  Jhis^co^ntrV 

urLn V         '^'f  v'f  ^i'""'^^"       aL'other  1  vet  even  "in 
"'J^,'  '!  ^V\\^ork  rural  Jsebraska,  will  newi-%appen  a-ain 

lliis  Ls  the  Ic^nd  of  safety  .measure  that  will  prevent  it  from  hnn 
pcnms.  because  it  stands  to  reason  that  the  .va?  Jv^"re^oin^'  ow 
^0  ar.  headed  for  disaster.  At  what  poiht  ft  To.  es  "ChalrmTn 

At  what  point  do  all  of  our  resources,  the  private  resources  of  th<. 

As  J  said  before,  I  think  of  it  as  a  very  historic  document- Tf 

twc^'?  ti^1.Fr''"'^./""  SityaLnstave  changed  be^ 

tAvoon  tho  ll>.]Os  and/now.  The  remedies  tlmf  wp  Vmrt  of  fu"^^^- 

are.  not  the  remedies  of  today.  Thin^^'s  hav    c^^^^^  : 

our  viowpomt,  our  outlook  has  changed  immeasurTblv  Rut  A  =  ' 

the  siyiuficant.  ingfedient  of  redo^niln.  the  S  Sn^^vt^  n  the 

direction  of  Federal  mterventioit.  to  >rh-e  us  Hon n  ff.of  Z  i 

able-  to  .su,-v.ive  if  something-  like  tl.is'  is'  liapp?n  nrBrthT'Ime' 

token  If  It  does  not  happen,  I  do  not  think  anybody  needs  toT 

in  lS^coL?r?'^^^^^'  -  - 

a  schoo  bond  to        Everyone  .of  them"^  across"  the  couXy  are  pav 
ing  hi-her  rates  of  interest  at  the  moment/some  10  percSt  11 S 
cent-thp  soundest  investment  in- the  whole,  wide  world  paid^fo;  " 
by.  the  people  you  Imow  down  the  block,  in  the  neighborhood 

A\e  are  not  really  ta  king  about  large  cities,  we  are  tafw  about 
rural  communities  as  well..  That  is  merely  symbolic  ofX^iS 

Unle^  we  recognize  it  and  move  forward 'in  something  like  this" 
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wo  aro  in  for  serious  trouble.  It  does  not;  make  an^y  difference  which 
Adnunistration  is  .in  Washinc^ton ;  that  is  not  -proiuf]^  to  chan<^e  the 
situation  unless  we  have  tlie  economy  and  Government  work  to^i^ethef 
to  niako  certain  we  are  able  to  settle  the  lunnan  problenis  of  the 
people. 

^fr.  Danikls.  Mr.  0'D\v3Tr,  on  the  behalf  of  the  committee,  I 
would  like  to  thank  you  for  your  appoarance  and  testimony. 

I  now  recofrnizc  the*^rentkMnan  from  Connecticut,  Mr.  Sarasin.  Do 
yoji  have  any  questions? 

/  ^[r.  Sakastx.  Thank  you,  ]\rr.  Chairman.  .  ^ 

^Ir.  O'Dwyer,  I  too  would  like  to  thimk  you  for  yoUr  testimony 
this  morning:.  Tn  one  part  of  your  statement,  you  mentioned,  the 
focus  of  the  bill  is  on  the  creation  and  maintenance  of  job  oppor- 
timities  in  the  normal  operations  of  the  oconomy.  It  says  if  it  passes 
it  means  the  Federal  Government  should  ,  offer  si^bstantial  help  to 
private  enterprise.  ^ 

What  kind  of  help  do  you  eu^usion?  ^ 
Mr.  O'DwYEK.  .Let  me  ^ivc  you  a  typical  example  of  what  I 
moant>  from  the*  Federal  Government  on  what  we  arc  doinn-  in  Xew^ 
York  City  at  the  moment. 

The  Commodore  Hotel  is  a  place  right  in  the  center  of  town. 
ItMS  partly  owned  by  the  Pcnn  Central.  They  are  in  bankruptcy, 
*.so  we  are  owed  about  $6  million  in  t^ixos  we  cannot  p:ct.  We  ane 
in  a  bijul  in  this  resj>ect,  so  we  have  before  myself  and^<)ther  members 
*of  the' Board  of  Estimates  of  the  city  of  New  York-4T'  J^ls6^ervc 
as.  a  member  of  the*  Board  of  Estimates — the  Board;  of  'Estimates 
passes  on  problems  of  t-hat  kind-  *  i      v^-  ''^  ,v  V^ 

The  proposal  we  have  is*  for  a  private  builder  to 'come  iii,  rebuild 
the  Coymiodore  Ilotcl  at  an  investment  of  J?100  .million  :fo  $105  mil- 
lion. We  ^ivQ^  him  incentives  insofar  as  tax  abatoment  is  concerned, 
oh,  for  probably  the  next\50  year^,  starting;  out  with  a  small  amount 
of  taxes,  t}ien  brin.G^infj:  him  up  to  what  he  normally  would  pay  for 
.the  increased  value  of  the  property.  That  is  one  kind  of  incentive. 
Tax  abatement  ir^centive  would  be  one. 

•  The  other  thinf)^  would  be  usinc^  the  facilities  of  Government  to 
find  out  where  it  is  that  a  special  prodiict  is  in  short  supply.  1 
do 'not  think  there  is  any  American  who  has  ^not  G^one  to  the  store 
and  asked  for  some  merchandise  that  they  need  which  is  not  there. 

Why  would  that  be  in  an  economy?  That  is  what  I  am  talkin^^ 
.  about:  a  variety  of  incentives  th[^t  took  place  before  that  I  think 
wo  can  titilizc,  a^xain. 

Mr.  Satlvsint.  You  did  mention  that  you  tliou^]:ht  the  inflationary 
spiral  was  the  -greatest  cause  of  unemployment,  as  I  understood  you. 

^fr.  O'Dwn^R.  Yes. 

Mr.  Sat^vstx.  You  pointed  out  some  of  the  reasons  for  prior  in- 
flationjiry'  jumps  in  our  recent  history.  There  is,  I  think,  a  si^rnifi- 
cant  unanswered  question,  that  is  as  to  the  cost  of  this  bill  and  the 
^  effect  that  it  will  have  on  ihflation. 

I  wonder  if  you  have  any  comments  with  regard  to  the  cost  of 
the  bill? 

Mr.  O'DwYKK.  No,  I  do  not,  but  that,  has  not  been  spelled  out  in 
the  bill  itself.  I  am  sure  that  considerable  inquiry  would  be  in 
regard  to  that.  It  depends  on  what  school  of  thought  one  belongs  to.' 
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J  Oite.UiingVe  hav^^to  reject  is  that  uneniplovment  cuts  down  in- 
flatiqji,>becaiise  history— it  sounded  logical,  truthfully  when  we  first 
said  It,  you  gay  if  you  increase  unemployment,  then  you  do  not 
have  the  money  to  spe^id.  If  you  do  not  have  the  money  to  spend, 
then,  of  course,  inflation  will  be  reduced  by  that  amount. 

It  IS  sfmply— that  was  bo  simple  an  answer.  It  obyiouslv  did 
not  work.  ^\e  had  a  higher  rate  of  unemployment.  Higher  rate  of 
inflatian  as  time  went  on.  The  spending  is  something  that  is  peculiar 
within  the  Congress  to  make  t^at  determination,  and  I  would  su<r- 
gest  that  there  IS  notlung-well^  one  figure  that  I- have  heard  was 
that  the  cost  of  this  bill  to  put  people  to  work  would  bo  one-third 
less  than  that  of  maintaining  people  idle. 

I  have,  not  been  able  to  check  out  that  figure.  I  do-  not  kno^T 
whether  or  not  it  is  true,  but  it  ha^  come  from  fairly  reliable 
economists.  I  assume  there  is  somethin<T  to  it. 

If  that  be  so,  of  course,  the  cost  of  thi^  bill  would  not,  in  anyv^ 
way,  be  regarded  as  iMationaiy.  At  the  same  time,  it  would  mean 
that  people  would  be  employed. 

If  we  lujp  to  pursue  that,  the  logic  of  that,  that  if  we  spend 
>  money  It  ^ll.jause  more  inflation,  then  we  have  to  come  to^  the 
other  conclusionv that  people  working  cause  inflation,  therefore  peo- 
ple not  working  would  defeat  inflation.  - 

We  are  bade  info  the  same  rut  that  we. were  into  before,  that  has 
caused  us  to  bo  in  the  tix)uble  where  we  are  now. 

Mr.  S.AR.\.six.  The  economists  who  have  testified  before  u=;  have  all 
expressed  great  concQi-n  about  the  ' prevailing  wage  aspects  of  this 
bill,  (IS  Chairman  Daniels  ^mentioned  a  moment  ago. 

As  I  understand  thfe  testimont,  it  points  to  the  3  percent-unem- 
ployment rate  for  every  group  of  individuals  over  16  years  of  acre 
You  .are  talking  about  an  awful  lot  of  people,  at  tremendous  ex- 
pense, but  as  you  get  to  the  public  employment  part  of  this  bill^ 
the  employer  of  last  resort  section  which  vou  must  get  to  quickly 
because  the  other  sections  of  the  bill  simply  are  not  going  to  pick 
up  tliat  kind,  of  slack— you  are  then  creating  an  extremely  ticrht 
labor  market,  competing  very  heavilv  with  the  private  sector  an* 
with  Government  itself,  which  will  lead  to  wage  inflation,  which  will 
lead  to  price  inflation. 

Every  one  of  the  pebple  .who  testified  said  tl?is  is  not  the  way  to 
go  If  we  are  talking  about  an  employer  o^  last  resort,  we  should 
talk  about  some  program  with  a  disincentive  to  remain  employed 
in  that  aspect  of  the  program,  to  get  people  off  and  out  of  that 
aspect. or  the  program. 

I  woixler  if  you  might  have  any  further  comment  on  that?     ^  ' 

Mr.  O  D\^YER.  Congressman  Sarasin,  I  do  not  envision  things 
happening  that  fast.  It  never  did  before;  it  is  not  likely  to  do  it 
now.  ,  ' 

I  do  not  think  tomorrow  rhorning-that  the  Government'  will  hire 
everybody  that  is  unemployed;.  Even  if  they  should  wish  to  they 
could  not  do  it  physically  or  mechanically.  = 

Mr.  Sarast^.  The  biirhas  a  deadline  of  4  years  to  reach  that  3 
percent.  I  have  extreme  reservations  about  the  wisdom  of  this  bill 
Certainly  no  one  is  against  the  concept  of  full  employment  to  o-et 
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as  many  people  back  to  worlr  as  possible,  .and  I  think  there  'are 
many  short  term  programs  we  can  jret  inv'olved  in  to  do  that. 

One  of  ^6  other  comments  that  lias  been  made  is,  as  you  Kiako  . 
nvailubli^'a  l^elntively  liifrh-paying  job,  you  are  ^roing  to  be  drawing' 
people  into  trie  unemployed  ranks  who  were  not  there  before,  simply 
because  the  Govewmient  is  going  to  provide  you  a  job  tlitft  pays  as 
well  as  any  other  job  in  the  conmtmiity.  -  , 

You  are  drawing  from  this  9  to  12  million  group  of  people  who 
might  work,  but  are  not  even  considered  unemployed  and  they  do 
not  consider  themselves  unemployed.  ^ 

Mr.  0'Dw\'i:r.  With  any  other  approach,  you  w*ould  run  into 
difficulty.  Trade  unionism  is  a  fact  of  life  in  practically  all  of  the 
country.  If  you  are  going  to  have  depr^sed  wages-over  here*in 
Government  serWce  it  would  mean  that  ultimately  there  would  be 
competition  in  some  ftreas  with  private  industry. 

If  yon  arc  not  having  the  same  wage  rate  with  respect  to  both, 
it  woulfl  see^m  to  nic  that  you  ar^ undermining  private  industry. 
That  is  at  least  what  it  seems ^pri  the  surface  of  it  now.  I  cannot 
envisage  iFIJs  it^vould  finally  work  out.  ,        ,  c 

As  i  look  down  tlio  road,  that  is  what?  I, think  would  be  likely  to 
happen.  It  would  cause  a  lot  of_unrest,  it  seems  to  me,  if  you  did 
not  nave  that  prpvision.  "  .  . 

Mr.  Sarasin'.  If  you  are  paying  the  prevailing  wages  you  would 
find  yourself  in  direct  competitiou>\firh.  private  industry  and. having 
the  taxpayers  try  and  pick  up  this  tijem'endous  slack. 

Eeally,  who  is  going  to  be  left  to  pay  th>e  tax6s?  ' 

Mr.  O'DwTfER.  Obviously,  the  purpose  of  this  bill  is  not  Jo  create 
trouble  for  private  industry  that  is  healthy,  because  that  would 
certainly  be  defeating.  The  purpose -of-4t  is  to  create  opportunities  * 
whic/h  do  not  injure  any  private  industry  now  in  operation  in  making 
:a  profit  and  paying  taxes. 

I  would  think  care  would  be  taken  with  respect  to  that. 

Mr.  Sarasix.  We  have  had  testimony  by  proponents  of  the  bill 
who  say"  that  Government  should  get  into  the  business  of  doing  a 
lot  of  the  construction  that  takes  place  in  this  country.  Obviously, 
that  would  be  in  competition  with  the  private  sector. 

Mr.  0^wyi:r.  I  would  not  envisage  that.  The  Government,  itself 
oannot^go  out  and  hire  the  foreman,  it  cannot  go  oiit  and  hire  the 
superintendent,  the  safety  man  on  the  job.  It  cannot  hire  the  steel 
men.  Tl^y  would  not  know  how  to  do  it,  frankly.  They  would. *have 
to  hire  contractors  for  that,  they^  woulcl  have  to  get  contractors  for 
that,  contractors  who  are  capable  of  doing  it  properly. 

If  I  see  anything  down  the  road  in  this  bill,  J  would  envisage  that 
they  woijM  find  areas  where-  there  w|puld  be  a  necessity  for  CorVr 
struction.  where  there  is  a  need  for  it>  /  ' 
-  I  thinirlin  certain  areas  of  tJift^;txrtiTilry,  there  arer^nw^y  schools 
that  need  to  be  constructed.  I  c|(^'bt^eni^sage  public  works  in  going 
out  and  biMlding  the  school,  r'assumi^'^.tiiat  they  wouldT contract  j^hat 
.out  and  finance  it  and  do  sometlimg^-^lx>ut  it. to  get  ir  moving.  . 

There  m^y  be  bridges  to  be  built%ver  rivers,  a  lot  of  things.  Rail- 
roads are  in  bad,  shape  and  bad  need  of  support  and  help."  I  think 
it  is*  in  these  areas  where  the  economy  could  be  helped  very  irjuch 
by  our  efforts.  -  . 
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AIx /Sarasin.  In  your  view,  you  would  assiutie,'once  thesb  ne^s 
are  identified,  the  railroads  or  bridf^es  or  whatever,  that  'the'jprivaie 
sector  contractors  and  their.employees  would  be^hire^  to  do'^Jiis  job, 
Mr.  .0'D\vrER.  They  Avould  b(i  hired  to  do  the  job^if  that  were  the 
best  way  to  do  it  I  would  say  that  i»s  N(x  1,         ^     "  '  ■ 

If  there  is  an  area,  *  finally,  wherc/vou  still  have  a  nuifeber'bf' 
people  left  over,  then  I  would  say  the  Govermnont  as  last. 


resort.  ^  •  / 

'I  think^that  is  thb  merit  of  this 'bill,  as  I  have  read  it  You  do 
not  get  to  the-«^overnment  until  su^ch  time  as  you  have  exhausted 
every  means  by  whi9h  you  can  stir  up  the  private  economy. 

Mr.  S^TLVsix.  G0vernor  Shapp  of  Pennsvlvania  testified  before 
us  last  week  ^fl^  f,ai]rpH  about  the  need  to  rebuild  the^  railroads  and 
all,  of  the  other  thinf^s  you  are  talking  about 

His  view,  as  I  understood  it,  ,was  for  the  government  in  that 
position,  having  the  people  work  for  the  government  to  do  these  jobs. 

Mr.  O'DwYER.  Frankly,  I  think  that  might  be  rather  wasteful 
^  and  I  would  not  agree  to  that -I  thinli.it  should  be -done  through 
*  private  industry  because  the  skills  aro^  not  something  you  can  ac- 
quire overnight.  I  do  not  think  possibly'you  can  get  any  government 
agenpy  to  do  better  than  to  make  thb^rrangements-on  what  the 
necessity  is,  also  pass  judgment  on  what  happens  to  the  railroad 
when  they  are  finished  with  it,  whether  or  not  it  serves  tho  people, 
whether  or- not  it  serves  the  community-,  not  just  merely  a  handout 
to  the  railroads  either.  I  would  not  b^^in  favor  of  that 

Say,  for  instance,  a  railroad  that  should  not  be  discontinued 
because  it  serves  a  whole  group  of  mTinufacttirers.  That  is  what 
happened  to  us  in  the  13  Eastern  Btates-when  New  York  C^tral 
and  Pennsyl\^ania  went  together.  We  knocked  out  more  business  :wi,th^ 
that  merger.  I  hvippened  to -have' spoken  against  it,  reprjesenting  one 
of  the  trade  unions. at  the  time  for  the  Intei^tatq  Commence  Com-? 
mission.  We  did  more  harm  to  the  American  economy,  particularly 
in  the  13  Eastern  States,  by  permitting  that  merger, 'than  afvything 
that  has  happened  to  us  through' the  history  of  the  Nation,  through 
the  history  of, the  Eepublic, 

Mr.  Sakast>:.  I  appreciate  your  comments.  I  agree  with  yx)u.* 

You  also  pointed  put,  as  you  see  the  bill,  the  employcV  of  last 
Msort  section  is  really  the  last  resort  part  of  the  bill.  W(5  have  ^lad 
some  testiwony  by  ecqnomists^hat  you  get  there  very  quickly  as  the, 
other  mechanisms  in  the  bill  really  do  not  satisfy  it  or  get'vau  to' 
that  3  percent  goal.     ^  y  '  ^  .  \ 

We  hfad  testimony  frorh  an  ecohonnst  at  ]MIT  the  other  day.  If 
we  had  loosened  up  the  irionetaiy  policy,  which  a-ppears  to  be  the 
first  direction  in  this  bill,  we  Ynay  have  gotten  5.8. percent  unerr£ 
ployment  Instead  of  hdving  the  present  7 'o  pqrocnt,  w6  might  hn^m^' 
5.8  percent  .  '       ^  ■  T. 

He  thouixht' WG  should  ha v^  loosened 'up  the' mf'onetary  policy. 
He  also  felt  that  we  would  be  ns  concerned^bout  5.S  percent  ai 
7.5  percent  and  we  would  be  discus&ing  this  kind  ^f  bill  All  of  thl^^' 
other  programs  in  the  bill,  the  make  work,  apparently  couHter-l 
cyclical  prograTps*cAuld  only  liccomplish  another  .5  percent  unei»-^ 
ployed.  You  are  still  left  from  5.8^percent  to  5.3  percent,  2.3 -percent 
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Mx./Sakasin.  In  your  view,  you  woiTld  assiutie,'once  thesb  ne^ 
are  identified,  the  railroads  or  bridges  or  whatever,  that  'the-jpriva 
sector  contractors  and  their^employees  would  be^hire^  to  do'^Jiis  jo 
Mr.  .0'D\vrER,  They  Avould  hi)  h'ired  to  do  the  iob^if  that  weretl 
best  way  to  do  it.  I  would  say  that  i»s  N(x  1.         ^     "  r-^. 

If  there  is  an  area, •fmaily,  whercAou  still  have  a  nuifeber') 
people  left  over,  then  I  would  say  the  Go^ermn^nt  as  la 
resort.  , 


•  I  thinks  that  is  the  merit  of  this 'bill,  as  I  have  read  it.  You  c 
not  get  to  the-«^overnment  until  s^ch.time  as  you  have  exfauste 
every  means  by  ■whi9h  you  can  stir  up  the  private  economy. 

Mr.  S^TLVsix.  G0vernor  Shapp  of  Pennsvlvania  testified  befa 
us  last  week  i^uJjaJked  about  the  need  to  rebuild  the^  railroads  ar 
all,  of  the  other  things  you  are  talking  about. 

His  view,  as  I  understood  it,  , was  for  the  government  in  th: 
position,  having  the  people  work  for  the  government  to  do  these  jot 

Mr.  O'DwYER.  Frankly,  I  think  th-at  might  be  rather  wastef 
^  and  I  would  not  agree  to  that. -I  thinli  .it  should  be -done  throaj 
*  private  industry  because  the  skills  aro^  not  something  you  can  a 
quire  overnight.  I  do  not  think  possibly'you  can  get  any  governmei 
agenpy  to  do  better  than  to  make  thb^rrangements^on  what  tl 
necessity  is,  also  pass  judgment  on  what  happens  to  the  railros 
when  they  are  finished  with  it,  whether  or  not  it^  serves  tho  peopl 
whether  or-  not  it  serves  the  community,  not  just  merely  a  handoi 
to  the  railroads  either.  I  would  not  b^^in  favor  of  thafc 

Say,  for  instance,  a  railroad  that  should  not  be  discont;inuf 
because  it  serves  a  whole  group  of  munufacttirers.  That  is  whi 
happened  to  us  in  the  13  Eastern  Btates-when  New  York  C^tr 
and  Pennsyl\^ania  went  together.  We  knocked  out  more  business  :wi,1 
that  merger.  I  happened  to -have' spoken  against  it,  reprjesenting  oi 
of  the  trade  unions,  at  the  time  for  the  Intei^tate  Commence  Cor 
mission.  We  did  more  harm  to  the  American  economy,  particular 
in  the  13  Eastern  States,  by  permitting  that  merger,  than  aftythir 
that  has  happened  to  us  through  the  history  of  the  Nation,  throug 
the  history  of, the  Eepublic. 

Mr.  Sak.\st>:.  I  appreciate  j^our  comments.  I  agree  with  ymi/ 

You  also  pointed  put,  as  you  see  the  bill,  the  employcV  of  la 
Msort  section  is  really  the  last  resort  part  of  the  bill.  Wfe  have  'ha 
some  testimony  by  ecqnomists^hat  you  get  there  very  quickly  as  tl 
other  mechanisms  in  the  bill  really  do  not  satisfy  it  or  get  'vau  1 
that  3  percent  goal.     ^  y  '  ^  . 

We  Itad  testimony  frorh  an  ecohoirnst  at  ]MIT  the  other  day.  ] 
we  had  loosened  up  the  monetary  policy,  which  a-ppears  to  be  tl 
first  direction  in  this  bill,  we  Ynay  have  gotten  5.8. percent  unen 
ployment.  Instead  of  hdving  the  present  7.5  pqroent,  w6  might  hf^,^ 
5.8  percent,  ,  '       7      •  ' 

He  thouirht' we  should  ha  v^  loosened  *  up  the' m^onetary  polic; 
He  also  felt  that  we  would  be  as  concerned^bout  5.8  percent  I 
7.5  percent  and  we  would  be  discus&ing  this  kind  ^f  bill.  All  of  tl 
other  programs  in  t^ie  bill,  the  make  work,  apparently  couUte 
cyclical  prograrps^cAuld  only  liccomplish  another  percent  uneq 
ployed.  You  are  still  left  from  5,8^percent  to  5.3  percent,  2.3.percei 
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tharmiist  be  picked  iip;by  the. employer  of  last  resort,  that  being 
the  Federal  Government  and^  of  coui*se,  the  taxpayers  to  the  Federal 
(jrovcrnmqnt      ,  ' 
Ho  felt  that  was  a  tremendous  burden. 

Mr,  O'DwYER.  I  do  not  really  know  whether  fee  really  knows 
that  or  not.  So  far,  the  economists  I  have  heard,  thc^-have  not  been 
rip:ht  often  enou<;h  so  that^l  can  accept' thei^**\vord. 

Mr.  Sail\sin,  I  would  accopf  that  it  is.  an  imprecise' science.  It  is' 
this  man  s  field  of  special  int<^rest. 

Mr,  0'Dwy>:r.  I  would  ^^o  so  far  as  to  say  it  is  not  a  science  at 
all,  based  on  tliiur  predictions,  ,  ^ 

Mr  S.Ub\.siN.  One  of  the  th)^^  we  can  do  is  look 'at  ^what  we 
havordone  with  Government  prfi«^s.  We  institute  these  programs, 
m  the  job.  sector,  pointing:  out  that  for  every  dollar  spent  we  can 
save  so  much  money  in  welfare  and  so  on.  ^  - 

That  is  not  what-  happrn.s,  in  our  own  experience.  T^c  job  pro- 
grams passed  the  Congress  have  npt  taken  people  from  the  un- 
employment rolls.  They  found  they  were  taking  people  frorci  State 
and  local  government  wlio  v/^>re  not  unemployed  and  moving  them 
from  one  payroll  to  another.  I  he  efToct  is  something  less  than  a  25 
percent  impact  on  all  current  welfare  recipients/ 

Mr,  O'Dwi-ER,  There  is  a  lot  to  what  you  say.  There  has  been 
a  Jot  of  waste. 

As  president  of  the  city  council  and  member  of  the  board  of  esti- 
ir.-^-  ^  I  have  gone  over  some  of  these  things;  we  have  to  pass  on 
th^ ;  i.  I  Ifava  sent  people' otit  to  cfhedk  tbem  out  to  see  that  we  do 
npt  pay  unless  they  actually  earned  it. 

What  happened  was,  we  went  hi>lfway  through  and  stopped  in 
the  middle,  Tlie  poverty  program  was  meant  for  one  thing;  by  the 
time  it  got  part  way,  we  changed  our  whole  approach  and  decided 
to^  do  it  in  half  mea.siircs.  You  cannot  do  anything  like  this  in  half 
measures.  If  this  bill  is  reduced 'to  a  point  where  its  objective^  are 
interefered  with,  I  think  that  it  would  go  down  the  drain  like  every 
other  program  which  you  really  do  not  make  up  your  mind  on  what 
your  objectives  were.  Then  you  proceed  to  do^t^ 

We  withdrew  from  lialf  the  poverty  prografns.  We  found  some- 
thing wrong  with  the  managers,  so  we  condemned  the  programs 
instead  of  taking  the  managers  artd  throwing  them  out  and  con- 
tinning  with  the  program.  The  programs  have  for  their  purpose, 
particularly  these  programs  wo  hre  talking  about,  been  a  source  of 
genious  in  the  American  public  that  we  have  not  tapped.  That  is, 
when  we  aro  able  to  utilize  the  Ixi.st  brains  in  this  country  and  bring 
it  to  a  certain  point,  it  all  came  to  a  stop  because  we  did  not  give 
it  Rn  opportunity  to  rise  up. 

Actually,  with  all  of  its  faults,  it  did  produce  a  number  of  people 
and  brought  them  into  public  and  private  sectors  that  otherwise 
might  have  been  condemned  to  poverty  for  the  rest  of  their  days. 
The  statistics  are  replete  with  that,  ^ 

It  had  many  shortcomings  and  faults,  it  certainly  must  be  ad- 
mitted. I  would  hope  that  we  wofnld  really  give  our  minds  to  this. 

The  point  that  I  think  is  t^le  thrust  of  my  talk  in  connection 
with  this  is  that  we  utilize  the  necessity  for  eliminating  unemploy- 
men,  number  one.  Tliat»is  the  g^lfel.  - 
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If  w&  have  the  talents  in  the  United  States,  being  able  to  split 
the  atom,  do  the  •variety  of  things  we  did  when  we  wanted  to  do 
it,  if  ypu  had  the  same  kind  of  determination  goverhmentwise, 
and  all  of  these  things  were  done  by  government,  if  that  were  to 
take  place  and  we  were  to  use  tlio  same  kind  of  determination  and 
energy,  wo  can  wipe  out  unemployment.  There  is  certainly  nothing 
about  it  thaf  i§  so  impossible. 

These  are  ways  of  doing  it.  By  all  means,  if  there  is  an  amend- 
ment in  rounection  with  it  to  bring  that  objective  about,  that  is 
fine.  If  it  is  goitig  to  injure  a  segment  of  industry,  certainly  we 
ought  to  be  careful  about  that,  because  that  does  not  help  the 
situafioq.  \  ' 

It  seems  to  me  that  is  why  I  hesitated  when  the- tJhairman  asked 
me  if  I  l\ad  any  suggestions  with  respect  to  how  to  improve  it. 
That  is  a  tall  order.  I  am  not  competent  or  want  to  «iove  in  that 
direction.  Certainly  somebody  is  there  that  is  able  to  do  it,  the 
Se termination  and  minds  the  Congress  in  connection  with  it  Besides 
that,  we  have  come  the  point  ^vllere  wo  can  no  longer  really 
jicrnift  tlajhgs  to  happen  while  Government,  yoqr  Government,  7%y  / 
GoVcrhniont,  the  government  of  the  city  of -New  York,  the  govern-- 
lucnt  of^a  local  village,  figures  it  is  none  of  their-business.  It  is 
their  business.  The  welfare  of  the  peoplh  is  our  business  and  we 
have  to  give  whatever  attentioT)/1s  nej^ssary  in  order  for  us  to 
accomplish  it, 

Mr.  Satlvsix.  I  want  to  thank  very  much  for  your  statement, 
Mr.  O'Dwyer. 

Thank  you,  Mr.  Chairman. 
'   ^fr.  DAViiciyS.  I  recognize  the  gentleman  from  Washington^- Con- 
gressman Meeds.  Do  you  l^ave  any  questions? 

Mr.  Mi:i:i>s.  Tliank  you^  ver}'  much,  Mr,  Chairman. 

I  approci:ite  your  testimony,  Mr.  O'Dwyer,  and  was  particularly 
struck  with  that  testimony  on  page  4  which  says,  "Calling  inflation 
the  inevitable  partner  of  full  employment  and  insisting  that  we  can- 
not have  stable  prices  without  some  imemployment,  too" — then  you 
go  on,  w}ii(*h  indicates  to  me  that  you  made  a  closer  study  of  eco- 
nomic conditions  than  simply  reading  the  front  pages  of  the  paper 
or  editorial  opinions  where  we  were  continually  told  that  the  major 
cause  of  inflation  or  upward  trending  of  prices  would  be  full  em 
ployment,  or  to  put 'that  in  the  reverse,  full  employment  would 
inevitably  result  in  inflation. 

T  agree  with  you  that  those  tw^o  are  not  necessarily  self-induced 
and  I  would  ask  you  in  your  opinion'  if  there  were  a  number  of 
other  thinrrs  that  were  *much  more  responsible  for  the  inflation  that 
we  sufTered,  particularly  in  the  1974—75  and  present  inflation  period, 
more  so  than  full  employment? 

'  Mr.  O'DwYEH.  Congressman  Meeds,  T  got  tnken  in  by  that  induce- 
ment, lower  inflation,  if  you  have  unemployment,  I  thought  maybe, 
there  is  soniethinir  to  that. 

Mr.  Mkf.ds.  T  til  ink  wo  all  did. 

Mr.  0'D^\^M:u,  When  we  set  our  national  goals  at  G  percent  unem- 
ployment, it  was  a  horrible  thing  for  a  country  to  set  a  goal  of 
unomployment.  That  is  to  say,  you  take  your-  own  citizens  and 
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Sds  of  fcio  '"^'"P^^-'V^"/-  If. that  is  wlmt  is  nece^s^y  in  tha 
minds  of  tlie  -reat  ones  to  destroy  inflation,  so  the  people  accepted 
:t  then  found  out  that  it  was  proplmcy  witho;.t  merit//  .  ^ 

M,:  n'n"'-  ^""^o"^'  -^"f^       °PP°^^te  occurred,  did  it  not? 
,      Mr.  O'DwYER.  Precisely.  . 

•    ¥Z-  ^ki'j^^-  The  iucrease  in  unemployment,  inflation  al.so  increased. 

coii^dv  Hrr'i!l:,f  i-el-'itionship  or  not, 

coi  tain Iv  the  relationship  ,s  not  between  unemployment  and  dofla- 

aZC'^i^attefr  the  VpositeMs  It'^s 

thn;>tnlrl ',  I  n  I    ''^-T  '"^"-^try  sat  around  a  table  and 

and  T  vni  nl  l]''^  have  enoufrl; oil  in  the  country  and  you 
and  I  waited  alon-  tliejine  until  we  perhai^s  -ot  2  {rallons  of  >ras 

1  Ht^ran'f  P'^'^'  i'"  phony-frLd%ea]].v,  no  question 

about  It  at  all.  In  the  course  of  anotlier  month— actually,  when  that 
was  happe.ninp  out  in  Xew  York  Bay  the  tankers  were  W  oS 
therp.  waitin":  foi'  the  prices  to  ro  up.     ^  '^-'i'"^ 

wn  .rnfT'^r^'^     7''^  "'^  ^"^^^^  evcrvwhere.^So 

cttSM  ^  the  point-now,  what  has  that  done  to  us  in 'New  York 
•  n  ,;„ii     h<is  taken  where  we  have  large,  multiple  dwell in-s  where 
manv  oTth     'u'^f         ^\''''\'^  ""^^      ^^^^^s  60  cents.  It  means 
cnnnW  !  ^1     buildinfrs  are  abandoned"  because  the  ital  estate  p'eople' 

get  the  moicy."        '"""^  ^'^''"^^     "'"^'^^  ^o 

nn?hinl'L'^"^'  ^  ^^'^-^^  ^eal  of  it.  Nothing  to-do,  certainly 

nothing  to  do,  with  employment.  b         ,  j 

Mr.  Meeds.  You  would' believe  that  th'cf  decisions  made  bv  bic. 
doc  S  indicated  that  they  were  competitive 

hn   fl,^=  yr^i  '""^  "i'^'  '''^'-y  competitive  decisions  and 

as  fu'll^oVploJ-mJ'nr.  "  ^"  ^'^""^  uneniployment 

.r-^o^/""  They  were  all  joined  together,  in  a  sense.  One 

created  and  raised  havoc  wjth  the  other.  People  who  had  to  meet 
these  additional  costs  because  of  the  increasing  oil  costs  had  to  lay 
on — It  caused  nnomployment. 

it^So*nn!!'fw"''',r",''*'""!  ^''■^.t'^in^y  there  are  many  causes  for 
It.  The  one  that  really  brouirht  it  into  prominence  was  the  fact  here 

^TeatnsT'llu/'f"  -vr^^  million' with  the  greatest  universities,  the 
fl  ln     w        1  f'^'^'l'ties,  the  greate.st  hospitals,  the  greatest  e^ery- 

cmmTry  ^       ^"""'^  P'^^P'''  ^^^^^  ^"'"'"S  ""^ 

That  is  a  sad  comnientary.  but  it  is  a  fact,  a  fact  of  life. 
,  Mr.  MicKOT.  Would  vbu  a-rrr  witli  me  that  particularly  during 
periods  of  time  in  which  decisions  are  made  which  siibiect  goods 
and  services  in  this  country  to  le.ss  than  a  fully  competitive  decisiojil 
making  such  as  the  oil  situation  that  you  lust  recited,  that  if  vou 
add  to  that  iinernplovmeiit,  whirli  inevitably  decreases  the  supply, 

to  inflation  rather  than  reducing  it? 

Mr.  ()  Dwrai.  Indeed,  it  is  true.  I  afri-ee. 

^Tr.  Mi:r,m;  Thank  you,  Mr.  O'Dwyer. 

Thank  you,  Mr.  Chkirrhan. 
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Mn  Dakiet^/  I  rccoghize  the  gentleman  from  California; '  the 
toautlior  of  this  bill,  Coiigressman  Hawkins.  ' 

¥t^'  ^^^^^^^'s.  ThankfeW  Mr.  Chairman.  - 

Mr.  O'Dwyer,  I  wish  tWommqjid  you  on  your  verjite,xcellent 
statement,  but  J  think  your  comments  made  verbally,' apart  from 
fself  ^"'^'^  '""•^^  significant  .thaij  the' staten^ent 

rirst,  I^wld  like  to  ask  yon'  a  question  with  respert'' to  the 
drfficulties^at  New,  York  City,  among  other  cities,  has  experienced, 
i  nijse.  whS- have  been  mismanaging  the  economy  since  1969  in  creat- 
ing four  separate  recessions,  th6  last  one  being  the  worst  qne. that.. 
\TO  have  had  since  the-  Great  Depression,  have  accused  IsWifork 
of  being  in  fiscal  difficulties  because  of  mismanagement! 

Would  you  care  to  comment  on  whether  New  York's  difficulties 
are  due  basically  vor  substantially  to  mismanagement,'  and  if  not, 
--irttat--^TOuM  yuu  aiiy  1ms  b^eir-th^tHiefcauses  of  your  "dTfficUltibs?" 
'  xVIr:  ODw-TER.  Some  of  the  causes  Were  because  we  thouf^h^we 
were  the  Federal'  Government.  TVe  thought  that  when  people  were 
impoverished  and' people  were  down  and  out  that  we  hfe  some 
obligation.%  We  did  not  have  the  control  of  the  economy  to  be  able  to' 
fix  that  up,  ■  •  '      ;  ,  . 

men  Ne^Yprk  was  founded  in  1625,'  the  fiirst "Dutch  ship  was 
the  C<?mforter...of  the  Sick  the  very'' first  ship' that  came.  Based'^on  ' 
the  traditions  l;liq|t  we  inherited  from  our  very  earliest  founders,,  we 
have  always  had feehhg  that  where  ineqiijties  were  cohceriied;  we 
would  ti7  to  do.the  besfc'we  can.*'  .  '  >     v  •  ,  ' 

We  ^ot  a  loKof^Federal  funds  for  thai  On4  *(l{iy  .sdme  of  the 
I'  ederal  fu4ds  were  withdrawn  and  peopld  got  ,actusl;omed  to  going, 
to  city  hal^  tofdemand  their  rights  because  we  Vei-e  processing  the*' 
^''w  "  V.  """ere  bringing  about  son^e  relief.  ' 

We  had  a^ttractiye.  city.  We  .are,  fnclined  to^b©  .boastfirl,  and 
we  had  a,  cj{^  wJwich  people  c'ame  frdm'tlit  overfthej  country,  not 
only  all  ove^  the  «,%try,  all  over  the  world,  arid  it  was  viry  diffi- 
cult for  people  t&  cCj^^e  from  a  ryral  community  and  aoftie  into  our 
city.  At  -the  same  time,  especially  jrf  you  have  a  national  policy  of 
unemployment,  you  immediately  cMse  trouble  for  that  particular 
city.  Vi'^''  '- 

_  We  have  to  cut  it  oftt,  we  have  tp  qhahge,  and  we  are  changing 
We  had  to  eliminate  some  of  the  social  programs  that  we  felt  was  a 
part  of  our  work.  With  the''  State  with(Jro5«aiig  its  share,  with  the 
federal  Government  withdrawing  its' sha^e^  we  found  we  simply 
could  not  deal  with  it  any  longer.  ,  ' 

By  doing,  that,  of  course,  we  inevitably  have  to  witness  great 
distress  and  great  difficulties,  lack  of  opportunity— let  me  civo  vou 
a  typical  example.  fa      j  " 

We  attenfpt  to  provide  an  education,  becau.se  that  was  a  part  of 
our  tradition.  Given  an  opportunity,  the  taxpayers  paid  for  educa- 
tion for  people  who  got  educated,  went  around  the  country  and 
helped  other  communities..  Of  our  graduates,  only  10  percent  were 
absorbed  locally.  We  did  not  simply  sav,  we  have  to  get  a  frnarantpe  ' 
from  you  that  you  will  supply  the  State  of  New  York  with  the 
services  that  we  paid  for.  They  went  everywhere. 
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Our  museums  were  available  to  people.  As  a  matter  of  f act,  pepple 
from  all  over  the  couiiitry  came  to  see  them.        "  ' 

We  try -to  maintuiu  them,  .and  most  of  them  are  maintained,  by 
private  grants  in  the  private  sector  and  endowments.  We  have  to.... 
take  care  of  certain  portions.  We  were  in  that  kind  of  mood. 

Now  we  have,  of  course,  our  educational  facilities.  We  closed  down 
2-day  colleges  from  the  poor  section  of  the  >town.  .We  do  not  have 
total  control.  Wo  do  not  have  any  control  over  the  policies  of  the 
board  of  higher  education,  by  the  way,  which  inm  internal  gi'oblem 
we  have,  which  I  certainly  hope  wo  will  be  able  to^correct  and  have 
them  elected  one  of  these  days.  Therefore,  they  can  make  whatever 
policy  we  want..    ,  \^  ,  ,     '  . 

We  have  that  kind  of  a  problem.         ^    v  ^ 

Wo 'Ifi^l^  a  problem  with  education  because' of  the  fact  that  we 
have'  a  jfest.em  of  keeping  the?  educational  organizations  out  of 
polili63.  iS;  is.  an  inclependent  body.  Our  only  function  is  to  give" 
•i^^^'?^^^P^^^y^^^^^  ^^^^  supposed  to  counteract,  political  interference 

say  about  the  evils  of  political  interference 
U|siMi6oJ^,  the^fetl<|ir  part  of  ^it,  you  tun  create  an  authority  that 
owrty  judgment  ^nd  is  not  responsible  to^  the  people  for  its 
cohd'u^^ip/of 'course  imrneasurably  worse.       -  .  . 

.  So  these  are  so;ne  of  the  problems  that  we  have.  Some  of  the  " 
problems  came  from  the  fact  that  we  found  tlmt  our  credit  was 
exceedingly  good.  We  wore  able'  to  take,  instead  of  hAving  bond  is- 
sues for  10  or' 20  years,  wc  found  that  we  could,  avoid  it  by  having 
short-term  bcti^rowing. 

That  shortip^m  borrowing  got  to  the  point — we  never  had  any 
problem  gettf^^jnoney.  All  we  had  to  do  was  call  up  the  banking 
institutions  f/^'^^v^.  cheek  was  delivered  to  us  in  the  afternoon. 

One  day  t^^^anking  institutions  said,  all  of  your  short-term, 
borrowing,  we  want  it  tomorrow.  And  it  would  be.  Congressman, 
like  someone  in  yoiir  constituency  had  a  $25,000  mortgage  on  his 
house  for  15  years  bul  the  bank  said  wc^have  to  have  it  all  next 
year.  That  is  precisely  the  situation  with  us. 

We.  were  lax.  We  extended  ourselves  in  the  city  of  Xew  York 
because  w^.  had  a  tradition.  The  fact  that  wc  cannot  live  with  that 
tradition  anymore  is  a  reality  that  wc  very  reluctantly  have  ac- 
cepted. Xt  is  for  that  reason  that  wc  are  now  suffering  as  wc  are. 
To  suggest  that  it  was'  bccau,se  of  mismanagement — I  can  tell  you, 
.our  management  was  as  good  as  General  Motors— I  am  not  sure 
how  good  that  was.,  I  will  take  the  whole  private  industry  and  say 
we  matched  them,  one'for  one,  our  city,  with  respect  to  these  other 
people  in  private  industry. 

Was  our  managcmemt  good?  We  got  into  difTiculty.  Take  a  look 
at  the  bankruptcy  Ncoiirts  and  find  out.  The  largest  institutions  in 
tile  countiy  have  had  some  difficulty.  The  others,  I  read  in  the 
paper  the  other  day  in  the  financial  column  that  the  10  largest, 
banks  are  in  difficulty.  We  are  in  good  company. 

Mr.  Hawkins.  Are  you  saying  that  3'our  difficulties  are  not  unique, 
that  they  are  in  some  way  related  to  national  problems  that  have 
arisen  as  a  result  of  certain  economic  policies? 
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Mr.  O'DwYER,  Congressman,  I  Avas  a  lawver  ih  the  civil  rights 
field  and  it  was  my  obligation  to  go  to  Mississippi  to  got  the  right 
to  vote  for  people.  I  did  it  in  the  Courts  and  i;i  front  of  the  polling 
booths  and  on  the  platform,  and  I  found  that  riding  North  from 
Jackson  into  ]\reniphis  through  the  delta  that  there  was  a  wliole 
economy  that  was  built  on  cottonpickers  and  one  day,  when  myself 
and  the  people,  because  of  their  own  insistence  in  the  rigJit  of  fran- 
chise got  the  vote,  those  people  who  never  voted  previously  became 
a  very  intportant  iorce,  particularly  in  the  delta.  That  was  40  per- 
cent black;  in  some  areas,  70  percent  Iblack.', 

Immediately  what  they  did  was  layoff  the  cottonpickSrs,  They 
put  in  somevcattlc.  In  one  ranch  I  was  aware  of-^  they  had  300  .people 
•  Ipi^*  off.  They  could  use  about  five  people.  Some  of  the  land  lay 
fallow  and  tjiey  got  a  very  substantial  amount  of  money,  IVhat 
happened  to_thei  300  peoplfe  ?  Because  of  the  fact  t|iat  you  did  not 
^ia;v(rTirTratronall)6ricy  respect  Ton[he"-Tacrth'at  rfelief  was  not 
national,  but  lo^al,  the  people  who  normally  would -have  been  kept 
at  home,  they  liad  up  particular  wish  to  go  to  Detroit,  Los  Angles 
or  New  York  or  Poston,  if  -they  had  been  given  a  fair  opportunity 
to  make  a  living  where  tliey^were',  they  would  have  done  it,  ' 
:  Because  of  the  fact  that  we  failed  to  have  a  nation^al  policy  with 
respect  to  it,  we  were  tht  recipients  of  this  mismanagement,  this 
national  mismaHagement/That  is  how  we  have  come  to  be  in  some 
or  the  difficulties  we  arenri,         V  '  . 

^Ti^'^'^^^  ^^N^^        ^^T      ^^"'^  somebody  that  came  in  from 

Migissippi  under  tho^a..cimii»shllice^^  I  am  the  board  of  estimates 
QfrTjie  city  of  New  York.  ahd  decree  that  you  starve  on  my  doorstep, 
IE  never  happened  befor^ ;  it  is  not  going  to  happen,  no  matter  how 
we^work  it  ^jil. 

Mr,  Hawkins,  According  to  the  Washington  Post  of  April  12, 
m  1075  the, cost  of  welfare  declined  21.4  percent.  According  to  this 
article,  the  .Department  of  HEW  withheld  the  figures  because  they 
were  politically  insensitive, 

Contiitiiing,  that  article  says,  the  general  assistance  programs  run 
by  btata  and  local  governments  without  Federal  matching  funds 
increased -27,8  percent,  and  that  theeiargest  increases  in  the  spending 
figures  were  34.8  percent  to  $43.9  million  for  payments  to  families 
headed  by  jobless  fathers. 

Unemployment  last  year,  of  course,  we  know  averaged  8.5  percent. 

If  that  IS  true,  and  I  would  assume  that  the  report  from  HEW 
wpuld  certainly  support  tliat  story,'  then  does  it  not  mean  that  not 
only  New.  York,  but.  other  cities  and  Stittes  as  well  have  been 
harmed  by  the  economic  situation,  throughout  the  country;  conse- 
quently, tlie  Federal  Government  has  some  sort  of  obligation  in 
terms  of  countercyclical  aid  to  come  to  the  rescue  of  those  govern- 
ments they  injure,  if  tlieir  approach  to  the  problem  of  inflation  is  to 
create  unemployment  under  such  conditions  as- that  article  indicates. 

Sir,  O'DwYKR,  Sir,  I  can  tell  you,  when  we  ^ot  into  Appalachia, 
the  Appalachian  program  that  took  in  13  counties  in  New  York 
State,  by  the  way,  we  were  pinpointing  a  certain  situation  in  Ameri- 
can life  that  needed  an  economic  approach  by  the  Government. 

Now,  that  situation  with  respect  to  Appalachia  now  applies  to 
every  other  county  and  every  other  place  tliroughoiit  the  country, 
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What  your  bill  is  doino^  is  taking  the  same  principle  and  expanding 
.  it  to  places  that  are  ill  the  same  land  of  need. 

Mr.  IIawkixs.  With  respect  to-  wage  rates  that  have  been  brought 
into  the  discussion  this  morning,  actually  the  individiial,  I  think, 
who  did  the  most  to  add  to  the  confusion  was  the  ^economist  from 
MIT  who  has  been  referred  to.  • 

Mr..  O'Dnvyer.  They  will. do  it  every  time,  Congressman.     •  * 

Mr.  IIawkixs.  Among  his  suggestions  about  a  national  goal  of 
5.8  percent,  he  indicated  that  wages  Wre  among  the  main  pressures, 
that  would  prevent  full  employmen^trom  being  accomplished. 

Do  you  believe  that  full  cmplo3TOent,ias-wc  defined  it  in  H.R '5,0, 
can  be  itchieved  by  simply  reducing  wa^e  rates,  and  destroying  the 
wage, structures?  •Let  us  say  as  Arthur  jBurns  did,  as  a  member  of 
the  Federal' Reserve  Board,  who  was  (iuQteTf  'by  one  of  the  other 
witness(»s  we  can  simply  cut  wages  in  half  and  double  the  number 
"o  f  ~p  e  r  BO  ns71i  ml"  ir^ 
who  are  now  employed, 

Ayhat  I  am  a.sking  you  is  do  you  bolievQ  that  this  is  a  w^y  in 
yrhich  we  are  going  to  achieve  any  degree  of  employment  stability 
or^the  right  type  of  full  employment  *if,  in  doing  so, -we  are  simply 
going  to  reduce  wages  and  therefore  shart  the  misery? 

Mr.  O'Dwvrjt.  OongressuiAn,  we  tiilk  about  the  American  stand- 
ard of  living  anld  wo  talk  about  the  f  icf  that  there  is  great  dis- 
tinction between  the  Iron  Curtain  couui;ries  and  the  United  States. 
.Wo  have  more  refrigerator's,  we  have  more  cars,  we  have  more 
television  sets.  How  do  we- get  that?  We  get  that  from  a  wage 
structure  that  permits  an  American  to  fiave^it.     ■  * 

You  are  not  going  to  have  too  many  lyxuries  if  you  begip  to 
debase  it,  that  is  for  sure.  This  Is  what  built  it  up.  You  cannot 
have  it  both  ways:  on  the  one  hand,  create  a  stand.ard  based  iipon 
workingnrien's  obligations  to  themselves  and  families  to  get  the  best 
for  tlie- time  thatv  they  can  get.  Tliat  hns  becyi  J)artially  responsible 
for  it,  but  to  suggest  that  you',  how  ar-ive  fit  this  aiid  you  debase 
the  wages,  certainly  that  is  walking  backward.  /    •  -  . 

I\rr.  Hawkins.  One  final  (luestion,  I/Tr.  O'Dwyef.  I  thinlc*'y5u 
dealt  \yith  incentives  to.  the  priVajto  sector  to  some  tjxfent.  Every 
time  incentives  come  up,  invariably  w(  talk  about  certq^n  tax  in- 
centives. Are  there  not  other  incentives  that  business  persons  fire 
interested  in,  indigenous  to  that?  Of  course,  that' may  be  one  of. 
them  and  I  do  not  deny  the  use  pf  k,JIowever,  I  do  not  think  H.R. 
50  prohibits  that.  j  *  , 

^  Would  you  say-  jilso  markets,  agjj^regaie  demand,  prodVictive  labor^ 
work  forct^,  interest  ra,tes,  the  type  qf  rt^search  and  development  done 
and  mjide  available  to  tlic  private '.Sector,  and  Federal  expenditures 
in  various' forms  whereby  we Owinll^cjft  lucrative  contracts,  are 
not  all  of  these  things  also  incentives^  of  a  way  of  dealing  with 
resnect  to  the  pfiyate  sector  and  olmdusly  intended  to  do? 

The  sum  total  of  these  presents  quite  a  number  of  incentiv<»3 
through  which  we  can  help  the  private  sector  and  create  jobs.  All 
of  these  should  be  considered  along  with  tax  incentives,  also  within 
the  conterct  of  the 'private  sector,  as  having  some  ohliinratioii  to 
society  itself,  to  use  these  incentives  in  a  way  that  will  help  the 
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general  masses,  the  people,  as  well  as  just  proRtsV^ilone.  I  am  not 
against  profits,  either.  ' 

Mr,  O'DwTER.' Congressman,  I  was  delighted  to  see  that  you  had 
prbvided  that  the  Federal  Reserv|3  System  at  the  beginning  of  the 
year  in  your  bill  would  tell  us  what  they  planned  for  us  for  the 
balance  of  the  year.  Having  in  mind'  the  power  that  they  hatve_ 
over  our  society,  that  would  not  be  a  bad  idea— let  us  in  6n  it  for 
the  coming  year,  where  they  are  going,  what  their  ideas  are,  what' 
the  rate 'structure  Avill  be  so  that  industry  can  have  a  chance  during 
the  course  of  the  year.  -  / 

I  fcjlaink  that  part  of  it  is  precisely  along  the  same  lines  you  have 
been  talking^about  here.  .  .  '  « 

Mr.  Hawkins,  Thank  you,  Mr.  O'Dwyer. 

Thank  you,  Mr.  Cl\airmfvn.  ^  , 

May  I  ask  that  thjd  article  that'  I  quoted  from  the  Washington 
Post,  April*  ;L2,'  1976,  entitled  ^^Welfare  Costs  for  Nation  TlirnhQ  9A 
percent'^  be  inserted  in  the  record,  following  Mr.  O'Dwyer's  testi- 
mony? '  ^ 

Mr.  Daniels.  Do  you  make  that  a  unanimous  consent 'request? 

Mr.,  Hawkins.  I  do.  , 

Mr.  Daniels.  Ii;earing  no  objections  to  the « unanimous  consent 
request,  so  ^dered. 

I  recognize  the  gentleman  from  Pennsylvania. 

Mr- Gatdos.  Thank  you,  Mr.  Chairman.  •      ,  ^ 

What  are  the  unemployment  figures  in  New  York  as  of  now? 

Mr.' 0'Dwyt:r.  They,  say  7.6  percent.  My  opinion  is  that  it  is  20 
percent.  They  are  .not  'taking  into  account  the  kids  coming  out  of 
school,  the  people  whos6  unemployment  has  run  out  and  the  number 
of  people  wild  have  never  been  listed  as  being  employed. 

Mr.  Gaybos.  You  have  the  satne  cohcem  that  I  and  a  lot  of  people 
have  that  tlie  Bureau  of  t^abor  Statistics  are  not  the  most  reliable 
figures.  ^' 

Mr.  Q'DwTER.  They  have  got  figures  from  a  limited  source,  and 
they  hand  it  out.  That  is  all. 

^Mr.  Gaydos.  As  a  practical  matter,  as  the  President  of  the  coun- 
cil, how  does  the  city,  or  a  State,  including  our  Federal  Unemploy- 
ment Bureau,  how  do  they  i-espond  to  a  man  who  wants  a  job.  Two 
classic  examples:  One  who- is  uneducated;  all  he  can  do  is  very 
definite  backbreaking  work,  like  digging  a  ditch,  to  a  highly  trained 
professional  engineer,  victimized  by  the  economy.  He  is  unemployed. 

What  does  the  council  or  the  city  do,  for  these  two  individuals? 
How  do  they  respond  to  him  now. 

Mr.  O'DwTER.  They  say  they  are  sorry.  Not  only  that,  into  my 
office  the  other  day  came  a  wltole  group  of  ^people  who  had  their 
doctorates  in  various  sciences.  There  wag  no  way  for  them  to  be 
employed,  250  of  them  that  were  graduates  of  universities  not 
working,  absolutely  unemployed,  people  whom  we  have,  f ron;i  tax- 
payers' money,  ,  we  have  educated,  we  have  given  them  education 
m  various  fields  and  they  cannot  use  it  at  the  present  time. 

Mr.  Gaydos.  It  is  rather  accurate  for  me  to  observe  that  they  go 
through  the  process  of  signing  up,  reporting,  sitting,  waiting,  going 
home,  they  continue  that.  There  is. no  practical  area  of  employ* 
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ment,  needed  employment,  for  that  unfortunate  individual  outside 
that  he. might  not  be  so  unfortunate  if  he  is  collecting  som'e  kind 
of  unemployment  benefit^  but  if  it  has  run  out,  he  is  in  serious 
trouble,  is  he  not  ?. 

Mr,  OlDwYt^R.  At  this  point,  you  are  back. again  to  where  we 
were  4(f  years  ago, , 

Mr.  Gaydos.  Before  he  (qualifies  for  welfare,  he  hUs'to  drastically 
change  his  standard  of  livuig,  got  rid  of  any  assets  he  has,  is  that 
not  trUe? 

ilr.  0'D\vyi:r,  He  is  allo\yed  a  few  bucks  'to  bury  hiipself, 
M^.  Gayix)S.^  Based  o^i  those  things,  that  observation  you  and  I 
agrei5^1  upon,  did  youy;as  I  did;  find  some  question  Avith  my  colleague, 
Mr.  Shrasin,  in  questioning,  how  rapidly  we  go  through  the  pro- 
cedures'and  end  up  as  the  employer  pf  last  resort,      \  " 
^ocs  that"  bother  you,  if  a  man^  jumps  into  it  immediately  if' 

~x^»imstiiiaccs-dict4it-Cy4.hat~it-ha^perv?^  ~  _-J--_^-  .  

,  ^Ir.  O'DwYER.  I  know  it  can  happen;  I  Avould  like  to  have  it  hap- 
pen tomorrow.  As  a  practical  matter,  we  would  not  get  around  ^to  it 
that  fast. 

Certain,  its  desirability,  I  cannot — it 'is  desirable.  , 
Mr.  Gayuos,  As  a  public  official  in  one  of  the  most  populous 
States  of  this  union  of  ours,  based  on  your  experience  that  you  indi- 
cated hero  in  your  testimony,  the  position  you  now  hold,  do  you. 
share  my  belief  that  in  changing  times,  changing  solutions  must 
cowQ  about  and  we  are  going'to  have  to.  discharge  as  a  Nation  our 
fundamental  obligation  to  the  people  to  provide  at  least  a  job,  a 
workplace. 

Does  that  seem  to  you  the  most  fundamental  and  sensitive  area 
.^f  any  of  tlie  probleripis  wo  may  have  currently  before  us  ?  " 
■     Mr,  O'Dwyer.  I  have  .fhe  experience  that  ^ot  anybody  , on  the 
pahel  has  had  of  having  been  admitted  to  practice  law  the  day 
when  the  depression  was  at  its  lieight.  That- day,  by  luck,  I  got  a 
job  on  board  a  ship  so  I  could  work  for  a  living, 

I  had  a  lawyer  certificate  in  my  pocket.  It  was  not  worth  much 
to  me, 

I  can  tell  you,  wc  are  going'  through  the  same  thing  now  that 
we  had  gone  through  from  1029  to  1033,  We  sat  and  we  waited  and; 
we  thought  possibly  if  we  helped  the  economy  at  the  top  it  would 
trickle  down  to  the  bottom,  but  it  never  got  down  to  the  bottom,  and 
now  the  question  arises,  at  what  point  does  the  government  step  in? 
Is  it  at  a  point  of  30  percent,  40  percent,  50  percent,  25  percent? 

Obviously  your  obligation  is  there,  because  if  you  are  going  to  let 
the  conditions  drift  as  they  have  been  drifting  and  you  know  whfit 
the  inevitable  is,  unless  there'  is  some  action  taken  by  government, 
is  it  at  a  time  when  people  are  marching?  Is  that  the  time  wheii 
government  steps  in  to  take,  care  of  the  problems  of  distress,  take 
care  of  the  problems  of  malnutrition,  the  problem  of  housing,  the 
variety  of  things  that  arc  necessary? 

It  seems  to  mo  thkt  has  gone  too  far.  The  sooner  government  gets 
onto  it— obviously,  it  is  ite  obligation.  We  know  we  did  the  game 
thing  before  and  it  did  not  help. 

Wo  attempted  to  let  the  private  sector  take  care  of  it.  They  were 
not  able  to  do  it.  It  is  not  their  function,  in  the  first  place. 
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Mr.  Gaydos.  In  your  excellent  observations,  you  agree  with  me— 
I  think  you  do,  I-  say  that  if  we  do  not  proceed  in  this  area  and 
put  together  in  a  fashion  some  kind  of  a  program  that  we  could 

•  experience  some  drastic  reactions  other  than  we  have  experienced 
in  the  last  200  years,  including  the  great  depression. 

Do  YOU  think  it' has  gone  that  badly  or  that  far? 

Mr.  0'DwiT>R.  J  think  times  are  different.  I  think  in  the  last  de- 

•  prcfesion  people  were  a  lot  more  patient  than,  they  are  today  and  I 
think  from  my  .own  personal  observation  in  the  street,  people  I 
talk  to,  that  we  are  close  to  a  danger  point 

I  do,  noil  want  to  be  an  alarmist.  You  cannot  possibly  cut  back 
and.  cut  back  and  cut  back  that  to  which  people  have  been  entitled 
to,  to  ^rt^t  sui'f^'of  a  minimal  reaction  from  government  and  at  the 
same  tinje"  suggest  that  they  are  going  to  accept  it,  ^ 

Tlicrjj  comes  a  certain  point — you  do  it  now,  do  it  again,  finally 
it  comes  to  the  point  where  you  have  rcachecl_tli£  point  of  no  return 
and  I  .'do  not  -want  to  give  ideas  to  anybody-,  belie\«i  me,  irdo  hot 
think  I  need  to,  because  by  the  time  ihat  the  various  deprivations 
have  come  to  people  and  luitl  an  effect  on  their  families,  that  will  be 
a  bad'time  for  all  of  us, 

Gaydos,  Comparing  two  situations,  you  did  make  an  observa- . 
tion  you  thou<];ht  ti^c  old  depTSssion  had  some  different  factors. 

What  was  different  then  as  compared  to  the  situation  that  exists 
today  ?  / 

Yon  *  mentioned  impatience,  Ai^  there  any  other  problems  in- 
volved?    .       ,        ^  : 

^[r.  0'Dwn:R,  Of  CQurse,  people  are  more  enlightened  on  their 
rights  today  thkn  they  were  then.  The  process  of  the  last  200^  yqars 
of  reading  the  Constitution  has  been  a  slow  process.  Also,  the'  proc- 
ess of  recognizing  the  fact  that  the  people  at  one  time,  the  situation 
in  the  last  few  years — I  want  to  tiUk  in  the  most  .general  terms  with 
respect  to  this — the  fact  that  for  r^O  years  peof)le  IctUjeir  obliga- 
tion, insofar  as  the  Senate  and 'the  Congress  is'oOhceiyed/they  de- 
faulted in  that.  Even  today,  you  have  a^very  lo^;re^st ration  rate 
and  h,  very  low  voting  rate.  By  the  same  token/ 1  think /Congress 
and  the  Senate  have  in  a  sense ^  accepted,  not  accepted  and -taken  on 
the  role  that  is  outlined  in  the  Constitution  and  '<Ve  hadrrrtbro  and 
more  power  dri'fting  up  to  the  top.  Presidents  began  to  acquire 
.  more  and  more  power  that  was  never  meant  by  our  basic  documents. 

What  did  that  do  for  ns?  It  finally  gave  us  trouble.  I  do  not  want 
to  pass  on  that,  because'the  kind  of  trouble  is  not  important.  It  is 
important  that  it  finally  caught  up  with  us.  Our  failure  to  be  able 
to  read  about  the  people  who  shaped  this  country  in  the  first  place 
and  read  what  they  had  in  mind  for  us  and  go  according  to  that. 

What  I  am  saying  is  In  the  last  few  years,  people  got  to  the  point 
where' they  do  know  a  little  bit  more  about  it  than  they  did  before. 
They  are  more  aware  of  their  rights,  aware  of  the  obligations  of 
Government,  more  conscious  of  the  fact"  that  Government  did  not 
do  for  them  what  was  intended  and  may,  by  the  same  token,  soitie- 
what  neglect  ^to^^think  of  their  own  failure  to  live  up  to  their  rights 
and  pnvileged,"^^ 

But  I  think  you  have  a  different  type  of  American  today  tj^n 
you  did  m  1933  by  virtue  of  that,  one  that  is  not  likely  to  accept 
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'  ^or  too'long  the  failure  to  be  able  to  work,\he  failure  to  be  able  to 

suiter  that  kind  of  HKlignity,  m  large  numbers. 
i    Mr.  bAi-Dos  In  'conclusroTi;  let  me  say  this.  Although  some  of  nvv 
colleagues  and  soipe  of  the  people  may  think  that  mfquSions 
s imphsticju  naturc'I  Icpk  at  your  background,  how  a^ctive  ^havo 
beeu  over  the  span  of  years' tTiat  yo^  have  bcm  involvedy/thij?k  it 
s  most  important  to  establish  for  the  record  liy'an  iS^fdual 
Oman  like  yourself,  in  the  official  capacity  like  y^u  hdd  your^oE 
ast  ir/o'"  ^^"^P'^""-       ^'ituation  of^he  country  as  i  wL  ?n  the 
tolved.'in  ti^;     ;^S0,  and  now.  It  is  idfportant  in  the  elements  iV,! 

the  pLbloif  h,  t^}  ^"'^  ""t.an  immediate  assault  on 

.    rne  problem,  but  I  th  nk  it  is  a  projection  to  the  very  core  tho 
f..ndame.,t.il  principle  in  this  country  and  to  our  ver/survrXsliip 

*firmlv%SvrH  h"\'"  observation  bi7l 

vi  Xsnon^         i  J.  '^^'^  my  ccaicera  as^  indicated  to 

i  ^V",  ^^P""^^3  to  tiiose  questions.  .5 

^  , Thank  you  very  m>.ch  for  your  appearance.  I  abolo<rize  vcrv  much 
Tl';;?ik  JoIk^-^'''"^"  ""tiSl  stite^eni 

Mr.  (TDwncR.  I  do  not  tl*ik  we  have  lost  anvtliincr  '  ' 

que&oSf'""'-  ^°  "'^  colleagues  desire  to  ask  any  other 

Hearinn:  none,  thank  you  vor}' much. 
[The  article  i:i^crred  to  follo»-s }]  ^  ^ 

Welfare  Cost  for  Nation  Climbs  2i% 
'      The  nafifm's  family  wolfare  expenditures  soareQ  bv.21  4  ner  onnf  }i^f  vnnr 

llie  dcparfment  had  tlio  ajinnal  figures  availablp  lint  nt  flrct        «of  . 

m  lO.O.  nn  8.3  per  .ent  lnerea.se  to  nearly  3,5  ml  lion  Lmm^^^^ 

The  m,mr,er  „f  individual  AFDC  recipients  IncrensTby  4^^  „  .a 

IH^r  cent  lncrense  to  more  thnn  11.3  million  person.s  ^  4-0,0000,  n  4.4 

llie  blRfce.st  jump  was -the  33.C  ner  cent— n)inii(-  !infwv\    i„  . 

l.nr  of  unen>ploye<l-fnther  famllleron  TfdC    ouf  l^^j^  I^^^^^^  "nZ'^ 

ea  ecory  ro.se  to  n  total  of  120,000  fnmllle.,  wiVh  527W  rec  5'ents  ^^'^ 
ev  r""T  e%o:er^'' en't  Tlll'th                     ^'^f  bu'irortt"A"FDC  rolls,  how- 

or  ^23g^o-rn^niry^!%'^^^^^^^^^^^^^^^^  ILS^- „T  tS 

foS;-^„?ctr^„r=  5'4V",oi;j;  Kie-rUrtaT^LT-^^ 

I.or  rent  lnrrea.se  to  007,000  fan.llles  with  Ofi5  OTO  roe  pfenta  ^"'^  "  ^7.8 

T  ie  larpe.st  Inerea.sea  In  the  apendlnR  ftwires  toto  34  S  nor  „nnf  ^  .^,o 
n,.ni.n  for  payments  to  famn.es\ea,led  ITy  Jo.Cs.rfa^hVsraT  p'e"r  t^t 
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STnfl'ili'M'iS.^  ""^  ?  ^3.7  per  ce„>  inc^f-eas;  to 

The  unemnloymeAt  rate  "last  year  averaged  8.5  per^cent,  compared  with 
0.0  per  cent  Tn  11)74,  " 

■»t'^  M^J^  ^^^^^  payments  exceeded  $a.2  billion  last  year,  up  1C.3  per  cent 
MonthTy  payments  averaged  $220.22  per  family  and  $G7.T5  ler  reci ulont  nn 
from  ¥204.97  and  §60.82  respectively  in  1074.  '      '^'^'I''^."'.  "P 

The  st.ate  and  local  general  as.si.stance  programs  paid  an  average  of  SHI  90 
per  family  and  $108.14  per  recipient  last  year.       ^"         a^erate  or  viU.UO 

Mr.  Daniei^.  The  Chair  will  declare  a  brief  recess. 

0.1°-^*^  Y^^^^^?  honorable  and  distinguiehed  Sejiator  from 

the  State  of  Mimicsota,  Hubert  H.  Humphrey,  and  I  received  a 
message  from  liis  ofTice  to  the  effect  that  his  plane  just  landed  and 
he  is  eiiroute  to  this  hearing, /so- the  Cliair  will  declare  a  short 
recess.      ■  : 

[A  brief  recoss  was  taken.] 

Mr.  Daxiei^.  The  subcommittee  will  come  to  order. 

Our  next^witness  is  the  distinguished  and  honorable  Senator  from 
the  i-falo  of  Minnesota,  Senator  Hubert  H.  Humphrey.  ' 

Soji^itor.  UT  %vfelcomc  you  here  this  morning.  We-^look  forwaiyi 
witn  intctcsL  10  youi;,comments  on  this  very  important  bill  of  whicli 
you  ;nv  tlie  coauthor  with  our  colleague,  Sir.  Hawkins,  H.R.  50.  ,  • 

STATEMEIIT  OF  HON.  HUBERT  H.  HUMPHREY,  A  U.S.  SENATOR 
•    _  V^OM  THE  STATE  OF  MINNESOTA 

Sepator  HujipiireV..  Thank,  you,  Mr.  Chairman  and  members  of 
the  subcommittee.  I  am  sure  you  Icnow  I  appreciate  this  opportunity 
to  be  with  TOu  today  to  testify  on  the  Full  Employment  W>Bal- 
anced  Growth  Act  of  197G,  the  bill,  in  the  House,  H  R  50 

I  am  very  honorod  to"  be  here  along  with  my  comiiartiuut,  we  co- 
sponsored  this  legislation.  Congressman  Hawkins.  '/ 

I  might  add  there  is  a  very  substantial  list  of  Senators  who  are 
cosponsonng  in  the  Senate.  Our  list  grows  every  day.  I  can  also' 
say.to  y6u,  Mr.  Chairman  that  the  interest  in  this  proposed  legisla- 
tion, IS  very  high.  r    r  & 

The  Joint  Economic  Committee  saw  this.  It  is  receiving  numerous 
calls  each  day  for  information.  Of  course,  there  is  considerable  dis- 
cussion of  the  proposed  legislation  in  the  media,  the  public  press 
and  radio  and  television..  ^  ' 

Most  Americans  have  begun  to  realize  that  ,  there  is  something 
"*'^"y,.'^Jong  with  our  Nation's  economy;  from  month  to 
month  the  statistics  fluct4iate,  new  patterns  emerge  and  hopes  rise 
fu  *  -Y"*^  beneath  it  all,  there  remain  serious  economic  problems 
that  threaten  the  vitality  of  our  mixed  capitalist  systei^ 

That  may  sound  alarming  Unfortunately,  the  record  bears  it  out. 
During  the  past  5  years,  U.S.  economic  growth  rates  averaged  only 
about  1.8  percent  per  year,  compared  with  a  historical  averacre  of 
about  4  percent.  " 

In  that  one  statistical  comment,  you  have  the  true  picture  of 
what  has  been  happening  to  us. 

Because  of  this  shortfall,  the  Nation  has  lost  some  $500  billion 
in  production  of  goods  and  services  in  the  latft  5  years  alone  And 
we  can  expect  to  lose  another  $600  to  $900  billion  by  1980 
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That  astounding  waste,  I  underscore  the  word  waste,  lies  at  the 
;Conter  of  our ^  economic  problolhis.  It  has  resulted  in  more  than  9 
millioji  Americaas  without  productive  roles  in  society,  find  large 
Federal  deficits  to  pay  for  that  lack.  It  has  idled  our  plant  capacity 
and  has.  given  rise  to  grave  problems  of  health  care,  hqusing,  wel- 
fare and  crime— all  of  which '^re  linked  directly  to  unemployment.- 
^  Even  inflation,  in  large  measure,  has  Ijeen  the  result  of  our  failure 
to  use  the  re^ource^  which  are  available  to  Us,  ^ 

I  call  to  the  committee's  attention — I  am  sure  you  have  seen  it  this> 
morning,  because  this  is  from  the  Washington  Post^might  I  ad(fy 
that  I  picked  iip  the  Minnej^polis  and  St,  Paul  papqrs  at  the  Twiiv 
City  Airports.  It  was  a  front  pageiStory  aboqt  the  Welfare  costs;  ' 
the  welfare  costs  for  the  Nation  cljtffl^d  21  percent.  The  Nation's 
family  welfare  (expenditures  feoai^ed  sgi^pt' percent  last  year,  partly 
becauge  of  the  growing  tanks  of  jomSss  fathers.  A  record  $24.8 
billion  was  paid  out  in  1975  \<^  fajnilies  in  aid  to  dependent <jhii- 
dren,  medicare,  aid  to  the  poor  i  iin  by  local  aM  State  governmtillts. 
That  figure  is  ^^10q  billion  greater  than  the  1974  expenditures  $7il 
billion  higher  than  1973.  totals.  ^ 

The  Department;  had'the  annual  flgiifes. available.  At^rgt  It  (i!d  jiot  l!5sue. 
tliern.  as  it.  Iiad  in  past  years,  because  of  the  pwlltieal  sensitivity  of  the  welfare 
is5^^io  in  ;ni  election  year,  informed  sources  say!  The  total  eos't  of  aid  to  famUies 
)with  dependent  cliildren  and  unenmloyraent  compensation  in  1975  Is  approxi- 
mately .S45  billion.  , 

Mr.  D.vxTKLS.  If  the  distinguished  Senator  would  yield,  I  would 
like  to  mention  that  our  "colleague,  .CongressmanJ[Iawkins,  brought 
that  to  our  attention  this  morning,  /  \         ^  ' 

Senator  liTjMpnKiiY.  I  underscore,  he  generally  is  a  little  ahead'of 
me.  ,  '  , 

Afr.  ITawtctxs.  Not  very  often.  This  iatlio  only  time  fliat  I  rerall. 

Senator  IIttmpiirky.  I  thought,  when  I  read  that  story,  kriqjsving 
that  I  was  to  testify  here  this  morning,  that  it  almost  made  the  case 
foi*  what  we  are  attempting  to  do,  because  we  are  constantly  arfruinff 
about  costs.  ^  . 

Yoii  must  not  argue  (^^sts  in  a  vacuum.  You  must  argue  costs  in 
terms 'of  alternatives;  The  alternative  of  $45  billioil  outlaid  in  one 
year  for  these  programs,  that  doefe  not  tell  you  anything  about  loss 
of  revenues  that  comes  to  Government. 

Last  year.  State  and  local  government  lost  $27  billion  of  revenue 
because  of  the  recession,  $27  billion.  Every  State  and  city  in  the 
United  States  has  had  to  cut  back  services,' vitally  needed  services. 

Coming  to  grips  with  those  problems,  problems  that  we  have 
mentioned  here  and  tliat  you  have  heard  of,  will  require  nothing 
less  than  bedrock  reform  of  the  way  in  which  we  try  ."to  manage 
tho  economy.  -  • 

It  will  require  this  Nation  to  answer  an  absolutely  basic  question  : 
Wliat  is  the  most  important  function  of  Government  if  not  to  assure 
that  all  citiztins  willing  and  able  to  work  are  given  an  opportunity 
to  contribntQ^  to  the  strength  of  America? 

One  answer  to  that  question  is  contaiifed  in  the  Full  Employment  * 
and  Balanced  Growth  Act  of  1976,  authored  by  myself  and  Con-, 
gressman  Augustus  Hawkins  and  cosponsored  by  many  other  mem-  , 
bers  of  both  Houses  of  Congress.  This  measure  recognizes  that  there 
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is  no  simple  path  to  full  employment  through  a  jingle  bill 'pr  pro- 
.  gram,  and  instead  it  proposes  a jjeneral  econonaic  policy  frame^voi^c 
with  a  .package  of  programs^^^to  giva  that  new,- structure  directiSh.  * 
and  meaning.     /.  v  ^    \  ]      *  \  '  . 

/  The  actual  acMvities  will  vary  from  year  tp  year,  depending  upon 
.  economic  conditions,  and  pongressiopal  decisions,  and  thi3  flexible  .. 
process  is  the  major  strength  of  the  legislatioji.     .        ^  /.  \ 
♦  The  act  sets  an  initial  objective  of  3  percent  adult  unemployment  ' 
to  be  achieved^  within  4  years  from  the 'date  pf  enactment.  AdmJt-  ^ 
tedly,  this  is  an  ambitions  goallJ2iJ**iC  Can  bc^done,  given  the' ne\y  . 
policies  set  forth  in  the^  act,  including^.the^  requiroment  that 'the 
•President "  review  ,t lie  employment  goal"  to.  deteftmine  what  specific 
obstacles  may  stand  in  the  way  of  its  achievement. , 

I  want  to  say,  6,s  I  have  sai,d  in  otl^er  places,,  whem'fl 'hean./i 
Comment  about  the  3  percent  goal,  unless  ,  wa  esj:f^blish      as  «a  goal,  , 
we  arc  going  to'find  ourselves  drifting  into  an  acceptarCte  of  5  per-: 
ceni  unemploymfent  and  &  percent  »nempl*}'merit.  '  ^  ,    ^^"^  . 

Ayhen  I  first  cftme  here  to  Congress;  we  were. still- tali^ng  about'  a 
3  percent  unemployment  goal,  Mr.  Chainnan.'-Tii.l949,  if  yoii  wiff, 
review  the  records  of  the  legislation  at  that  time,  we  \7er;e  talking,  ^ 
about  3  percent  unemploymenl  as  an  achievable  goaL  Then  we  QOrt- 
vinc'ed  ourselves  that  it  could  go  to  4  percent. and  call  it  full  ' 
employment.  ^  ^  •  ^ 

In  recent  yehrs,  the  talk  in  high  circles. of  Government  and  the 
finance  community  is  5  percent.  Now  we  are  hearing  if  we  can  get  it 
down  to  0  percent  by  1J)80  w(r*will  be  do'm^  well.  . 

I  refuse  to  accept  that  kind,  of  a  standard,  knowing  full  well  that 
no  other  country,  industrialized  coimtry  on  the  face  of  the  earth,  does 
accept^ich  a  standard. 

The  best  way  to  justify  a  3  perce.ht  unemployment  goal,  for 
adil^t — I  differentiate  that  from  the  youth  unemployment  because 
their  pattern  of  employment  is  very  diiffer^ent  and  difficult- — justify  " 
a  3  percent  goal  because  other  countries  have  done  it,  and  done  it  • 
year  after  year  nfter  year.  '  ^  * 

I  do  not  feel  the  United  States  is  less  able  to  employ  i£s/people  , 
than.Gennany,  France,  England,  Norway,  Sweden,  Denmark,  Lux-  ^ 
embourg  or  Belgiiim  or  Holland.  All  of  them  have  had  unetnploy-  ' 
ment  under  3  percent,  every  pne  of  them. 

Here  we  have  people  today  getting  on  the  radio  and  televisi/5n,. 
hemming  and  hawing,  wondering  whether  or  not  we  can  get  unem- 
ployment down  to  3  percent.  Wlien  did  we  become  less  able,  to  do  » 
this  than  others?  .    ^  .  ,^ 

It  amazes  me  that  the  Congress  is  worried  about  being  second  * 
best  to  Russia  in  military  power  and  does  not  \^orry  about  bemg 
second  best  to  half  the  rest  of  the  industrial  w'orld  in  Qconomic 
efficiency.  I  think' we  ought  to  stick  thjsTiome  hiird.  I  do  not  beligye 
this  ooiintry  should  be  second  best  in  anything,  Mr.  Chairman,  pqt  in  ^ 
anything,  I  am  perfectly 'willing  to  vote  the  money  that  is  neCessary 
to  keep  this  country  strong.  •    .  '  .         .  ' 

Wien  I  Var  ♦people  say  we  are  seconH  best  to  the  Soviet  Union 
in  military  power,  j  say  that  we  will  -p'ot  tolerate  it.'  • 

I  want  to  know,  will  you  tolerate,  and  will  this  Congress  tolerate, 
having  the  United  States  second  best  to  other  countries.  [ 
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is.  no  simple  path  to  full  employment  through  a  jingle  bill 'pr  pro- 
gram, and  instead  it  proposes  a jjeneral  econonaic  policy  frame^voi^c 
with  a  .package  of  programs^^^to  giva  that  new,- structure  directiSh.  * 
and  meaning.     /.  >  ;.  '  ^      *  • 

/  The  actual  acMvities  will  vary  from  j^ear  tp  J'ear,  depending  upon  • 
economic  conditions,  and  pongressiopal  deci^lonSj  and  thi3  flexible  . 
'  process  is  the  major  sti'Sehgth  of  the  legislatioji.     .        ^  /.  \ 
♦  The  act  sets  an  initial  objective  of  3  percent  adult  unemployment  ' 
to  be  achieved'  within  4  years  from  the 'date  pf  enactment.  AdmJt-  ; 
tedly,  this  is  an  ambitious  goallJ2iJ**iC  Can  bc^done,  given  the' ne>y  . 
policies  set  forth  in  the^  act,  including^.the^  requirement  that 'the 
•President " review  ,tlic  employment  goal"  to.  deteft^mine  what  specific, 
obstacles  may  stand  in  the  way  of  its  achievement. . 
^  I  want  to  say,  lis  I  have  saj,d  in  otl^er  places,,  when^^fl 'hean./i 
Comment  about  the  3  percent  goal,  unless  ,  wa  esj:f^blish     as  «a  goal,  , 
we  arc  going  to'find  ourselves  drifting  into  an  acceptarCte  of  5  per-: 
ceni  unemploymfent  and  &  percent  »nempl*}'merit.  '     .  .  ; 

Ayhen  I  first  cftme  here  to  Congress;  we  were. still- tali^ng  about'  a  <i 
3  percent  unemployment  goal,  Mr.  Chairman.' In- 1949,  if  yoii  wiff, 
review  the  records  of  the  legislation  at  that  time,  we  \7er;e  talking,  ^ 
about  3  percent  unemploymenl  as  an  achievable  goaL  Then  we  QOrt- 
vinml  ourselves  that  it  could  go  to  4  percent. and  call  it  full 
employment.  •  ^ 

In  recent  yehrs,  the  talk  in  high  circles. of  Government  and  the 
finance  community  is  5  percent.  Now  we  are  hearing  if  we  can  get  it 
down  to  0  percent  by  1980  we'will  be  doinij;  well.  . 

I  refuse  to  accejpt  that  kind,  of  a  standard,  knowing  full  well  that 
no  other  country,  industrialized  country  on  the  face  of  the  earth,  does 
accept^icH  a  standard. 

The  best  way  to  justify  a  3  perce.ht  unemployment  goal,  for 
adil^t — I  differentiate  that  from  the  youth  unemployment  because 
their  pattern  of  employment  is  very  differ,ent  and  difficult- — justify  " 
a  3  percent  goal  because  other  countries  have  done  it,  and  done  it  • 
year  afte-r  year  after  year.  * 

I  do  not  feel  the  United  States  is  less  able  to  employ  i£s/people 
than.Gennany,  France,  England,  Norway,  Sweden,  Denmark,  Lux-  , 
embourg  or  Belgiiim  or  Holland.  All  of  them  have  had  uUemploy-  ' 
ment  under  3  percent,  every  pne  of  them.  \ 

Here  we  have  people  today  getting  on  the  radio  and  tolevisi/5n,. 
hemming  and  hawing,  wondering  whether  or  not  we  can  get  unem- 
ployment down  to  3  percent.  Wlien  did  we  become  less  able,  to  do  » 
this  than  others?  ,  .  ,^ 

It  amazes  me  that  the  Congress  is  worried  about  being  second 
best  to  Russia  in  military  power  and  does  not  \^orry  about  being 
second  best  to  half  the  rest  of  the  industrial  w'orld  in  Qconomic 
efficiency.  I  think' we  ought  to  stick  thjsTiome  hiird.  I  do  not  beligye 
this  ooiintry  should  be  second  best  in  anything,  Mr.  Chairman,  pqt  in  ^ 
anything.  I  am  perfectly 'willing  to  vote  the  money  that  is  necessary 
to  keep  this  country  strong.  -    .  '  .         .  ' 

Wicn  I  h^^ar 'people  say  we  are  seconH  best  to  the  Soviet  Union 
in  military  power,  j  say  that  we  will  -p'ot  tolerate  it/  • 
*     I  want  to  know,  will  you  tolerate,  and  will  this  Congress  tolerate,  , 
having  the  United  States  second  best  to  other  countries.         '  " 
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I  listed  little  Luxembourg,  Holland,  Britain,  France,  Germany, 
Sweden,  Denmark,  Finland.  I  am  not  talking  about  the  full  em- 
ployment they  have  m  the  Soviet  Union  or  in  the  Eastern  bloc 
countries,  because  they  have  a  different  system  from  ours  They 
have  no  unemployment,  none  whatsoever,  because  they  have  work 
programs,  of  course,  to  put  everybody  to  it. 

My  challenge  today  to  those  who  are  our  critics,  no  second  best 
to  anybody.  No  second  best  to  the  Russians  in  strength,  no  second 
best  to  industrialization  and  economic  productivity. 

As  I  said  here,  there  are  a  number  of  policies  that  I  would  like 
to  quickly  summarize.  I  am  just  going  to  put  them  in  the  record 
to  save  you  time,  because  you  have  gone  through  this.  That  is  on 
page  3  of  my  testimony. 

Taken  together,  these  policies  will  bring  coherence  to  our  national 
economic  policies  and  yield  substantial  benefits  to  the  private  econ- 
omy as  well  as  to  our  citizens.  Between  now  and  1980,  unemploy- 
ment could  be  cut  from  7.5  percent  to  3  percent,  with  a  srain  of 
roughly  $500  billion  of  additfonal  economic  production  and  a  sub- 
stantial reduction- in  both  welfare  payments  and  the  Federal  deficit 
Crime  and  the  other  social  costs  associated  with  unemployment  will 
be  drastically  reduced.  ■  . 

I  might  say,  the  figure  I  used  "there,  the  7.5  percent,  includes 
■  youth  unemployment  at  the  present  time.  If  you  were  just  talkin- 
about  adult  unemployment^  you  would  be  trying  to  cut  it-down  from 
7.;>  percent  doFn  to  3.5  percent  if  you  used  adult  une'niVloyment 
across  the  board.  "  - 

Against  these  benefits,  one  mustj  o£;,course,  consider^-the  costs  and 
any  possible  difficulties  that  may  be  associated  with  achieving  the 
..objectives  of  the  bill.  There  have  been  criticisms  made  of  thi  bill 
and  these  should  be  debated  on  the  merits  during  the  committee 
hearing  process.  Let  me  turn  to  some  of  these  questions  now. 

Is  the  3  percent  adult  unemployment  goal  unrealistic?  Some  have 
said  that  we  cannot  achieve  such  a  goal,  either  without  explaininsr 
why,  or  by  arguing  that  such  a  goal  is  too  inflationary.  This  is 
an  ambitious  goal,,  certainly,  but  there  are  several  reasons  why  I 
believe  it  is  realis^.  ^ 

Firgt,  I  believ JIte  should  define  the  term  adult  as  persons  18 
years  of  age  or  older,  which  implies  an  overall  unemployment  rate 
of  about  3.5  percent. 

Mr.  DAJfTELs.  I  might  Ray  at  that  point.  Senator,  H.R.  50  that 
we  are  considering  definp^  ;idult  as  16  years  of  age  or  older 

Dd-you  concur  with  Mr.  Hawkins  on  his  definition? 
_  Senator  Humphrey.  I  put  it  .at  18  myself.  That  is  something  for 
this  committee  to  decide.  I  consider  adult  unemployment  IS  years 
and  above.^ 

Mr  Hawkins.  If  I  may  simply  say,  we  would  consider  either 
objective  to  be  highly  desirable.  I  do  not  think  the  issue  revolves 
around  that  one  definition,  Jbut  either  achievement,  I  think,  would  be 
highly  acceptable  and  desirable,  regardless  of  whether  we  use  the 
dehnition  Senator  Humphrey,  has  just  indicated  or  th^  definition 
we  have  been  using.  , 

Senator  HtnvrPHRET.  It  would  make  little  difference  in  the  per- 
centage, frankly.  Either  one  is  acceptable.  . 
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This  is  a  point  that  the  committee  may  want  to  finalize. 
Mr.  Daniels.  Could  you  give  us  your  views  on  this  Senator. 
Senator  Humphrey.  As  we  both  indicated,  this  is '-only  a. 

{)orcentago  point  below  what  was  considered  full  employifaent  in  the 
Kennedy- Johnson  years.  !  might  add  that  we  went  below  4  percent 
for  4  yeara  during  that  period,  beginning. in  1966,  while  holding 
inflation  to  a  4  percent  annual  rate. 

Second,  wo  must  have  new  economic  policies  to  get  at  stubborn 
pockets  of  unemployment,  if  we  are  to  achieve  this  long-term  goal, 
and  the  bill  provides  for  such  policies.  .  ' 

I  will  skip  over  tne  material  here.  It  does  provide  for  that,  and 
I  ask  that  my  whole  statement  be  incorporated. 

Finally,  it  should  be  remembered  that  a  goal  is  an  objective-r-not 
an  absolute  requirement.  The  purpose  of  setting  goals  is  so  that  we 
'can  do  better,  not  achieve  perfection  for  all  times.  This  bill  ^ro- 
vides  for  annual  review  of  the  goal  arid,  it  should  be  emphasized, 
also  requires  the  Pre^dent  in  the  first  yeas  to  review  the  full  em- 
ployment goal  and  timetable  and  report  to  the  Congress  on  any 
obstacles  t®  its  achievement  and,  if  necessary,  propose  corrective 
economic^  measures  to  insure  that  the  full  employment  goal  and 
timetable  are  achieved.  .  ? 

Will  the  act  accelerate  inflation?. Those  whp  argue  that  more  pro- 
duction and  employment  cause  inflation  have  got  things  turned 
upside  do\yn.  The  Vay  to  reduce  prices  is  to  increase  production, 
productivity,  and  the  supply  of  goods  and  services  like  food  and 
health  care.  »  ^ 

I  want  to  make  note  of  the  fact  that  back  in  the  period  of  the 
1960's  we  had  inflation  at  an  annual  rate  of  the  total  period  of  th^ 
1960's  of  le^  than  4  percent.  We  had  4  years  of  unemployment  at 
under  4  percent.  -     .  .        ,  . 

I  am  not  propounding  a  theory  when  I  say  productivity  ajid  pro- 
duction is  the  answer  to  inflation,  but  reportirig  the  facts.  During 
the  early  1950's  and  again  in  the  mid-1960's,  increased  production 
and  employment  'was  accompanied  by  lower  rates  of  inflation.  Our 
recent  experience  with  unemployment  and  inflation  tells  the  same 
story.  In  1975,  when  we  reached  an  unemployment  rate  of  about 

9  percent,  we.  had  an  inflation  rate  that  for  many  moijiths  exceeded 

10  percent.  Since  then,  as  production  was  increased,  and  unemploy- 
ment reduced,  the  rate  of  inflation  dropped  hj  about  one-half. 

Although  I  believe  production  and  productivity  are  the  best  weap- 
ons against  inflation,  I  recognize  that  as  the  economy  approaches 
full  utilization  of  its  human  and  capital  resources,  bottlenecks  and 
price  pressures  are  likely  to  develop.  For  that  reason,  the  bill  re- 
quires the  inflation  situation  to  be  constantly  monitored,  and  the 
President  to  annually  .submit  a  comprehensive  set  of  antiinflation 
policies  that  are  relevant  to  chanjring  conditions.  ' 

I  mention  this,  I  wish  I  could  put  it  in  capital  letters  in  this 
testimony,  because  this  bill  does  not  ignore  the  inflation  problem, 
as  I  have  heard  some  people  say  in  the  public  media.  What  we  say 
is,  the  President  shall— as  I  said,  the  Presidept,  the  bill  requires 
that  the  inflation  situation  be  constantly  monitored  and  that,  the 
President  annually  submit  a  comprehensive  set  of  antiinflation 
policies.  * 
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do  not  spell  out  tlioso  policies  Wp  pjinnnf-  rlr.  u  , 
do  not  have  tlmt  kind  of  for^ight 'C  "eSttve  ^KidS 
and  an  ^administration  t^at  is  monitoring  thisipro-ram  all  the  timo 

as^thoro?;'.? Sd'touil,  'P""^""  S^. thes" aSons  tTbe 

s^ibiS  f  sih^nnS        necessary-to  promote  reasonable  price 
Wi  1  fl  P  K     K        '^''''^P  that  seriously  threaten  price  stab  lity. 

of  ^i^e  cost'oVthTbil^'^^^^^^^^^^^  in  mind,  let  me  retirrn  to  the  question 
<,mn     rVfc  bi".  The  direct  and  immediate  cost  of  this  bill  is 

oT  10  J  „  ^  ".j"'™^  economic  policy  bill,  like  the  Employment  lit 
expanSU  the  staff°o  %hV  administra'livrcosts  o 

impossible,  however,  to  estimate  these  costs  precisely  becalse  tL^ 
'rt'ov"  W  ^ir'ri'eTf  "  ^'^^,>f^-"^^«>  of  the  private  sector  etnffi 
of  ht/oh  .  ^"^^"^  the  specific 

aesign  of  the  ]ob  creation  programs  mandated  under  the  act 

taJo'rW  both  tt'^'        Inidget  costs  will  depend  upon  decisions 
taRon  Dy  both  the  President  and  Consrress  each  year 

costfasslht'od  w^^^^'T?/?y^^  estimates.ofthe  indirect  budget 
Sver;    Sal^hP  ?  l^'V*  "  ^  "^"^^^^^^  economic  re- 

tion       could^cffi  1  f         -"i^  projected  by  the  adhiinistra-  • 

o?th7  J^SiSil  "  '^''^  f'^l^  of  between  2  and  3  miUion  in  some 
or  tJie  jeai-s  between  now  and  l!)80.  The  budgetary  costs  of  niittin^ 

^^^^      ^  *hat  if  depenSenr^Sn 

T''  M  ?     ^'°\pP."^  2  million  persons,  the  gross  budgetary 
costs  coujd  be  roughly  $16  billion,  with  that  cost  falling  KoS 

paymeS;  a'nd  ^'"'".1  '^"^^  tmemploymeat  compensaS 

ha^rJob  In  of  r-ir''''  revejiues  are  considered.  If  we  were  to 
t  JonXw  <So^^  t-il""^  ^"^.J'"""?"^'  '^""^  budgetary  cost  could 
billion  budgetary  costs  of  roughly  $1* 

Therefore,  I  would  say  that  the  very  rough  estimates  we  have— 
and  I  would  stress  liow  rough  these  numbel-s  are-would  indTcate 
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that' the  indirect  budget  costs  of  this  bill  could  be  in  the  range  of 
about  $8  billion  to  $12  billion. 

Compare  that  to  what  you  read  this  morning.  Compare  that  to  $45 
billion.  Compare  that  to  $25  billion  in  welfare  alone. 

Such  budgetary  costs  are.  significant,  the  $8  billion  or  ^ne  $12 
billion,  but  1  want  to  emphasize  the  investment  side  of  that  spiend- 
ing.  Employment  of  one  person  may  cost  twice  as  much,  or  mpre,  in 
dollars  ^  unemployment  benefits  or  welfare — but,  remember  that 
the  person  is  employed  and  has  a  productive  role  in  society.  Build- 
ing nouses  or  fa,ctories  cost  more  in  dollars  than  doing  nothing — 
but  remember  that  you  then  have  the  national  asset  of  a  house  or  a 
factory.  Doing  something  usually  costs  more  than  doing  nothing, 
but  if  you  are  wise  about  what  you  do,  it  is  always  worth  it.^ 

Let  me,  conclude  by  saying  a  word  on  the  resource  cost  side  otthis 
bill.  As  I  indicated  earlier,  the  most  debilitating  costs  are  those  that 
occur  when  human  and  capital  resources  are  squandered.  This'^bill 
has  no  such  resource  costs — it  haa^only  benefits  because  it^putsxto 
work  capital  and  human  resources  that  are  now  being  wasted  be- 
cause they  are  unemployed.  'As  I  said  before,  the  Nation  could  gain 
the  benefits  of  $500  billion  in  additional  goods  and  sei^vices  by  1980. 
;  I  believe  this  cost  picture  shows  that  full  employment  is  a  bar- 
gain. The  budget^iry  costs  are  largely  offset  by  the  decreased  welfare 
payments,  increased  tax  revenues,  and  the  value  of  the  goods  and 
services  created  by  the  jobs.  In  addition,  there  is  the  great  cost 
saving  that  comes  from  using  capitaK  and  human  resources  that 
are  now  being  wasted. 

Would  the  Avage  standards  cause  a  shift  from  private  to  public 
employment?  Some  people  have  argued  that  the  wage  standards 
are  so  generous  that  they  would  cause  a  shift  from  private  to  public 
employment.  I  don't  believe  this  is  true.  I  believe  the  wage  stand- 
ards are  "neutral"  between  the  private  and  public  sectors  because 
they  simply  reaffirm  existing,  fair  wage  standards. 

The  key  to  undei-standing  the  wage  standards  is  to  carefully  read 
section  402.  That  section  states  that  people  employed  under  the 
bill  shall  receive  "equal  wages  for  equal  work."  It  then  prescribes 
a  range  of  wage  standards  from  the  minimum  wage  to  prevailing 
wages^  for  similar  employment  in  the  specific  labor  markets.  This 
means  that  someone  doing  a  job  that  merits  the  minimum  whge  will 
be  paid  that  wage,  while  a  skilled  worker  doing  a  job  of  higher 
value  will  be  paid  commensurate  wages.  ^  ,  ^ 

Tliat  is  on  public  works,  for  example,  if  you  engaj^e  in  important 
public  works.  I  believe  this  is  a  flexible  and  fair  set  of  wage 
standards.. 

Is  this  bill  not  just  a  large  public  service  job  bill?  This  is  a  large 
and  complex  bill  that  some  people  have  chosen  to  simplify  as  a 
public  service  job  bill.  As  Congressman  Hawkins  has  told  ybu,  that 
IS  not  what  this  bill  is  all' about. 

I  have  already  oTltlmed  to  you  the  10  major  elements  of  the  bill, 
the  majoritv.ol  which  are  designed  to.  improve  the  management  of 
the  Federal  Government  and  encourage  production  in  the  private 
sector.  ' 

This  bill  is  the  only  measure  that,  has  been  brought  before  Con- 
gress in  the  5  or  6  years  that  I  havq  been  here  since  1971  that 


'  ■'     412.        .  ' 

pS?Jto':?cti?^nt  s°vl;'%^^'""^  Governm^t  to  stimulate  the 
+oW  1     systematic  manner.  Every  other  bill  we  have 

the  one"'bifr£flf'  so  this  <  record  again  wiU.  be  complete,  this  is 
n^L?  ^  provides  for  a  complete  teview  of  everv  Federa! 

progi-am  on  our  s&tute  books.  You  talk  about  eTonLTi?  GoverS 
bnl  ttf/h-fl  speec^^^s.around  here  about  thisTil  not  w"k- 

ng,  but  this  bill  comirels  thfePresident  and  the  Congress  if  ad^ted 

pro'ramirviTld^nl'f  ^'^""l"^  "  basi^Ts^r^ietheffl 
iim^         ^      ^  "^<^ded  or  relevant  to  the 

rc^ih!LsTd''r'^'  President  to  present  an  annual  review  of  all 
regulations  and  ijovernment  agencies.  Instead  of  all  of  tli?.,  toli; 
about  regulatory  agencies;,  all  of  this  kind  of  redtape,  w  a^^^^ 
S  a°^revtw^of  S       'V^l  President,  you  musf^iTsenfe^^ 
is  the  onTv         >  ■   ™P'^c^oVgulations  on  this  economy,  l-hij/ 
mandate  !^  '^T^-  "^o"  are  going  to  Lve  TJ' 

po^proS^'peonlj^win  b°'^^"^  ^       of  political/ 

bureaucrat  in  these  Departments.  All  they  have  to  doTi  reviwS 
Those  not  worth  ahoot,  we  get  rid  of  them.  reviewea. 

f.^^'^T^w^""  f''"^  '°  ^hat  is  what  you  have  a  President 

to  do.  That  ,9  what  you  have  a  Budget  Office^to  do  Thaf  if  ivSt 
l"^  M^^L'i^t"?  ^°\Tha<;is  what^hey  ought  to  be  Sed  tTdo 
thfunitSX?;/jl^!!^''V°-'^"  y^,"  that  until  the  President  of 
and       T?nli^  nffl^'T      '\''^^''       Cabinet  and  his  Budget 

these  ruW  Sri  .1%'^''^'  "P.*-^""  ^"'^^  *°  sometWng  abfat 
these  rules  and  regulations,,  nothing  is  going  to  be  done  You  and 

ex™veb?an'crTw"-  ^li!""'      ^1^°"^      the  leade4i>  of  Th' 
executive  branch.  They  are  the  ones  who  wrote  it  ' 
i.very  pencil  I  know  of  has  an  eraser.  It  has  lead  on  one  end 

°"  ^¥  "i^''--  The  problem  with  this  Gove rnmen?is 
that  It  hm  too  much  lead  on  one  end.  .  vjrovernment  is 

I  am  tired  of  hearing  about  all  of  these  rules  and  reffulations 
ro?htSboutXi°"  ''^^  ^        ^^-^  -  ^  bone  airg 

devtllment^bnnTr"''^  P"^"*^  ^""^^-^  that- Stle. prescribes  a  nalonai 
development  bank  to  encourage  private  development  and  employ- 
ment as  well  as  antirecession  assistance  to  State  and  local  gXS- 
ments,  improved  ]ob  training  in  the  private  sector,  and  the  use  bf 
private,  nonprofit  organizations  to  increase  employment 
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Only  as  a  last  resort,  after  the  private  sector  has  been  .fully  util- 
ized,, does  the  bill  provide  for  federally  operated  public  employ- 
ment projects  and  private  nonprofit  projects.  This  provision  is  based 
on  th6  belief  that,^if  people  cannot  c  obtain  employment  through 
any  other  means,  it  is  better  to  give  them  a  job,  funded  by  the 
Government  than  it  is  to  write  those  people  a  check  to  do  nothing. 

In  this,  I  am  happy  to  say  that  Dr,  Arthur  Burns  and  Congress- 
man .Hawkins  and  Hubert  Humphrey  are  together.  Here  is  a  rather 
conBervkt\ve  gentleman,  head  of  our  Federal  Reserve  Board,  that 
has  com^i  out  four-square  and  forthwith  for  the  ideas  of  the  Federal 
Govei;2^eiit  having  to  ^ive  a  job,  if  no  other  is  available, 

I  think  that  is  about  it,  I  want  to  compliment  this  committee  on 
its  initiative,  I  think  you  will  process  this  legislation,*  - 
"    [Prepared  statement  of  Hon,  Hubert  H,  Humphrey  follows:] 

pREPAEED  Statement  of  Senator  HrrBEBT  H.  Hjjmphkey,  Chairman,  Joint' 

ECONO:MIC^j^MMITrEE 

ilr.  Chairman  and  Members  of  the  Subcommittee,  I*  appreciate  this  oppor- 
tunity to  be  with  you  today  to  testify  on  the  "Full  Employment  and  balanced 
Growth  Act  of  1976."  ^ 

Most  Americans  have  begun  to  realize  that  there  is  something  fundamentally 
wrong  with  our  nation's  economy;  from  month  to  month  the  statistics  fluctuate, 
new.  patterns  emerge  and  hopes  rise  and  fall".  But  beneath  it  all,  therff  remain 
serious  economic  problems  that  threaten  the  vitality  of  3ur  mixed  aipitalist 
system.   .  .  ' 

That  may  sound  alarming.  Unfortunately,  the  record  bears  It  out.  During 
the  past  five  years,  U.S.  economic  growth  rates  averaged  only  Qbout  1.8 
.  percent  per  year,  compared  -with  a  historical  average  of  about  4  percent. 
Because  of* this  shortfall,  the  nation  has  lost  some  $500  billion  in  production 
of  goods  and  services  in  the  last  five  years  alone.  And. we  can  expect  to  lose 
another  $800  to  $900  billion  by  1980,  / 

'  That  astounding  waste,  I  underscore  the  word  waste,  lies  at  the  center  of 
our  economic  problems.  It  has  resulted  in  more  than  9  million  Americans 
without  productive  roles  in  society,  and  large  federal  deficits  to  pay  for  that 
lack.  It  has  idled  our  plant  capacity  and  has  given  ri?^  to  grave  problems  of 
health  care,  housing,  welfare  and  crime — aU  of  wljlch  ^are  linked  directly 
to  unemployment.  Even  inflation,  in  large  measure,  has  been  the  result  of  our 
failure  to  use  the  resources  which  are  available  to  us.  . 

Coming  to  grips  with  those  problems  wfll  require  nothing  less  than  bedroick 
■reform  of  the  wax  in  which  w^e  manage, the  ecopomy.  It  will  require  this 
nation  to  answer  an  absolutely  basic  question :  >?phat  is  the  most  important 
'function  of  government  if  not  to  assure  that  all  citizens  willing  and  able't^)-- 
work  are  given  an  opportunity  to  contribute  to  the  strength  of  America? 

One  answer  to  that  question  is  contained  in  the  Full  l^mijloyment  and 
Btilanced  Growth  Act  of  197C,  authored  by  myself  and  Congressman  Augustus 
."Hftjvkins  and  cosponsored  by  many  other  members  of  both  Houses  of  Congress. 
This  measure  recognizes  that  there  is  no  simple  path  to  full  employment 
'.through  a  single  bill  or  program,  and  instead  it  proposes  a  general  economic 
J,  policy  framework  with  a  package  of  programs  to  give  that  new  structure 
oirection  and  meaning.  The  actual  activities'  will  vary  from  year  to  year, 
depending  upon  economic  conditions,  and  .Congressional  decisions,  and  this 
flexible  process  is  the  major  strength  of  the  legislation.  : 

The  Act  sets  an  initial  objective  of  3  percent  adult  unemployment  to  be 
achieved  within  four  years  from  the  date  of  enactment.  Admittedly,  this  is  an 
ambitious  goal.  But  it  can  be  done,  given  the  new  policies  set  forth  in  the 
Act,  including  the  requirement  that  the  President  review  the  employment 
goal  to  determine  what  specific  obstacles  may  stand  in  the  way  of  its  achieve- 
ment. I-ret  mft  briefly  summarize  some  of  these  newpolicies. 

(1)  A  new  cooperative  process  Is  created  among  the  President,  Congress 
and  the  Federal  Reserve  for  the  establishment  of  annual,  numerical  economic 
goals.  This  will  encourage  the  development  of  a  unified  annual  economic 
policy. 
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nnifnL^'?^  requirements  are  placed  on  the  Federal  Reserve  to  make  Jt  a  full* 
-.  partner  in  national  economic  decisions. 

'     nn/w^!?^  President^ is  required  to  determine  the  extent  to  which  budget 

«nifJ.nf^  ^  't"'''^  "P?"  '°  ""^^'^^e  full- employment  so  that  governmfnt 
spending  does  not  excessively  inflate  the  economy  ,      .     .    *  >'="'"ieni. 

(4)  A  planning  capability  is  provided  for  in  the  Executive  Office  of  the 

SirresourceT  '"l""'  ""^^'^^^  °^  our  human  and 

„n,\^L?l''^i^'^'  also,  provides  for  economy  in  government  measures  to  review 
and  make- recommendations  for  improveiuent  t,f  20  percent  of  aTl  government 
programs  and  regulations  each  year.  .       » . government 

nni^iJ^f-  '•eqwires  that  work  be  substituted  for  welfare,  unemployment 
"  eS  maintenance  spending  to  the  maxfimm  practical . 

(7)  Comprehensive  anti-inflation  policies  are  required  in  eoniuhction  with 
the  annual  pohcymaking  process.- with  an  emphasis' on  IncreaLnf  productiv  ty 
•  and  the  supplies  of  necessities  such  as  fotfd  and  fuel.  V">aucuMiy 

(5)  Provision  is  made  for  a  range  of  employment  programs  that  focus  on 
structural  problems  of  unemployment  iri  depressed  regions  states  and  amone 
groups  in  the  labor  force  who  have  special  unemployment  SoblLs  such  af 

(9)A  comprehensive  eounter^!yelical  employment  program  is  required,  with 
special  emphasis  on  a  grant  program  to  stabilize  State  and  local  governments 
S%rgove"menl'  ''"^'^  contradictory  fiscal  acUons'^^  rff'ren? 

of  ^Zh/s  let  Vi'vp'^hL?'^  "^^'^  ^""y  ""'J  all  other  provisions 

ens,^  L  fhnt  fh!  employed,  the  Federal  government  is  responsible  for 

are  provided  jS.s.''"""  "^  unemployed  above- 3  percent  adult  unemployment 

^ J~M^"  ^J""^}"^^'  'H^^  P""'''''^  ''""S  coherence  to  our  national  economic 
policies  and  yield  substantial  benefits  to  the  private  economy  as  well  as  to  our 

3^  ^'^Mfh  h^^m"  ""employment  could  be  e.ut  Trom  ?.5%  ?o 

i  ^i^"^  °'  roughly  $500  billion  of  additionar economic  production 

Crfme  "anl  X^\?y,t'''°r,V^  welfare  payments  and  the  Fede?rde£it 
dra^tfcally  reduced  '    "  associated  with  unemployment  will  be 

i'^ese  benefits  one  must,  of  course,  consider  the  costs  and  anv 
fhTbm  There'h^*^?.'  may  be  associated  with  achlTving  the tbject"ves' of 
rt^hnt^i  nn  ^"'^  'jcen  criticisms  made  of  the  bill  and  these  should  be 
fo  .nmo  Committee  hearing  process.  Let  me  turn 

to  some  of  these- questions  now.  , 

IS  THE  3-PERCE.\T  ADULT  UNEMPLOTMEXT  GOAL  UNREAUSTIC? 

,„!"'™L*T  T'^  "*'eve  such  a  goal,  either  without  explain- 

i^^u-i-  ,^  arguing  that  such  a  goal  is  too  inflationary.  This  is  an 
Sue    ^     '  ^^'"'y-        'I'ere  are  several  reasons  why  I  believe  it  is 

L^'^^'^^f.'^e  should  define  the  term  "adult"  ae  persons  18  years  of 
^l''LTn^l'  Z""''^  ""^^''^  T^""  unemployment  rete  of  about  3  5%' 
^Dlovmenf"  .n^.>,»  Percentage  'point  below  what  was  considered  "full 
employment  in  the  Kennedy-Johnson  years.  I  might  add  that  we  went  below 
l^'J'Yr,,  ''"'■'"^  that  period,  beginning  In  1966,'  while  holding  infiation  ^ 

to  a:  i%  average  annual  rate.  : 

-nf  ^^n'i'r^iT;.!!!^  ^^""^  "'''^  economic  policies  to  get  at  stubborn  pockets 

of  unemployment,  lf_we  are  to  achieve  tMs  long  term  goal,  and  the  bill 

?h'„7  '^w'"         "^""^i"'-  "°  sent  down  from  the  heavens 

that  decrees  you  can't  reduce  adult  unemployment  to  3%.  because  other 
industrialized  countries  have  done  it.  Over  the  period  1962-7V  while  the 
knnce" V^ti'^^Jf^l""^'^'"''^™^"'  '^^^^  °^  ^  Percent,  the  countries  of  Japan, 
rate  of  ^8  percent  Sweden,  and  Germany  had  an  average  unemployment 

Finally  it  should.be  remembered  that  a  goal  is  an  objective— not  an 'abso- 
lute requirement.  The  purpose  of  setting  goals,  is  so  that  we  can  do  better, 
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not  achieve  perfection  for'  all  times.  This  bill  provides  for  annual  review  of 
*  the  goal  and,  it  should'  be  emphasized,  also  requires  the  President  in  the 
first  year  to  review  the  full  employment  ^oal  and  timetable  and  ''report  to 
Congress  on  any  obstacles  to  its  achievement  and*  if  necessary,  propose 
corrective  economic  measures  to  insure  that  the  full  employment  goal  and 
timetable  are  acbievied,"  ^  •  ,  c 

^    WirJ*  THE  ACT  ACCEXEBATE  INFLATION? 

Those  who  argue  that  more  production  and  employment  caiise  Inflation  have 
got  things  turned' upside  down.  The  way  to  reduce  prices  ia  to  increase  , pro- 
duction* productivity,  and  the  supply  of  goods  and  services  like  food  and 
health  care,  ^      v  r%  , 

I  am  not  propounding  a  theory,  but  reporting  the-  facts.  During  the  early 
1050's,  and  again  in  the  mid-1960  s,  increased  production  and  employment  was 
accompanied  by  lower  rates  of  inflation.  Our  recent  experience  with  unem- 
ployment and  in  fiction  tells  the  same  story.  In  19T5,  when  we  reached  an 
unemployment  rate  of  about  9%,  we  had  an  infiation  rate  that  for  many 
'  months  exceeded  10^,  Since  then,  as  production  was  increased  and  unem- 
I)loyment  reduced,  th^  rate  of"  infiation  dropi)ed  by  about  one  half. 

Although  I  believe  production  and  productivity  are  the  best  weapoi^s  against 
infiation,  I  recognize  that  as  the  economy*  approaches  full  utilization  of  itsi 
human  and  capital  Tfesources,  bottlenecks  and  price  pressures  are  likely^  to 
develop.  For  that  reason,  the  bill  reS(jui;«s  the  infiation  situation  to  be  con- 
stantly monitored,  and  the  President  to '^nnufdlly  submit  a  comprehensive  set 
of  antiinfiation  policies  that  are  i^levant  to  changing  conditions.  There  is  full 
provision  in  the  bill  for. .U^eSe"  actions  to  be  as  thorough  and  tough  as  neces- 
sary— "to  promote  rea^niable  price  » stability  if  situations  develop  that 
seriously  threaten  price  stability;"  '  / 

}  '      '  '  -  •  ',         ■     ■  '  . 

WILL  THE  BILL  BE  EXTREMELY  COSTLY? 

Some  of  those  who  have  argued  that  the  bill  will  cost  a  great  deal  ?i re 
confused  about  the  meaning  of  cost  and  investment.  First,  there  are  two 
kinds  of  costs:  1)  the  budgetary  costs  associated  with  programs  mandated 
under  the  Act;  and  2) , the.  resource  costs  associated  with  the  .inefficient  use  of 
national  resources.  Budgetary  costs  can  only  be  evaluated  in  conjunction  with 
the  investment  made,  the  Federal  spending  saved  by  making  the  investment, 
and  the  increased  tax  revenues  due  to  the  investment'  If  public  monies  are* 
wisely  spent>  the  budgetary  costs  of  our  proposal  can  be  less  than  the  benefits 
from  the  investment.  The  cost  associated  with  the  inefficient  use  of  resources, 
however,  is  not  an  investment  but  a  waste  of  resources  that  can  never  be 
regained.  It  is  like  pouring  money  down  a  rat  hole,  , 

With  these  ideas  about  cost  in  mind,  let  me  return  to  the  question  of  the 
cost  of  the  bill.  The  direct  and  immediate  cost  of  this  bill  is  small.  It  is  a 
general  economic  policy  bill,  like  the  Employment  Act'  of  1946,  and  the  costs 
are  limited  to  the  administrative  costa  of  expanding  the 'staff  of  the  Council 
of  Economic  Advisers,  creating  a  public  Advisory  Council,  estabMshing  the 
framework  for- the  job  reservoirs,  and  so  forth.  Because  we  have  endeavoured 
to  use  eiftting  institutions  to  the  maximum  extent,  these  direct  costs  would 
be  less  than  $50  million,  ^ 

There  will  be,  of  course,  substantial  indirect  budget  costs  If  all  of  the 
actions  mandated  by  this  bill  are  eventually  undertaken.  It  is  impossible,  how- 
ever, to  estimate  these  costs  precisely  because  they  depend  on  such  things  as 
the  strength  of  the  private  sector  economic  recovery,  the  rate  of  growth  in 
the  labor  force,  and  the  specific  design  of  the  job  creation  programs  mandated 
under  the  Act  Most  importantly,  the  budget  costs  will  depend  upon  decisions 
taken  by  both  the  President  and  Congress  each  year. 

But  let  me  give  you  some  rough  estinvites  of  the  indirect  bydget  costs 
associated  with  this  bill.  If  we  sustain  a  moderate  economic  recovery,  perhaps 
the  kind  of  recovery 'projected^  by  the  Administrationi  we  could  still  face  a 
job  gap  of  hetweftn.  2  and  3  naillion  in  some  of  the  years  between  now^and 
1980,  The  budgetary  costs  of  putting  those  people  tojK'ork  will  fall  in  a  range 
that  is  dependent  upon  the  job  gap,  .  *        .  . 


'  lib 


'  ^  416  ^ 

Iu",^,t>!5r%fn-''J'J„?"'P  persons,  the  gross  budgetary  costs  could 

be  roughly  $10  bi  lion,  with  that  cost  falling  to  about  $8  hllllon  after 
decreased  welfare  and  unemployment  compensation  paymentrand  Increase* 
ax  revenues  are  considered.  If  we  were  to  have  a  Job  gnp  of  3  u.iil  on  persons 
the  gross  budgetary  cost  could 'be  roughly  ?2r.  billion  with  net  bud/etiry 
^st.n,„?f/°"^'\'^  $12  .  billion.  Therefore,  I  would  say  that  the  very  rough 
estimates  we  havfr-and  I  would  sttess  how  rough  these  numbers  a^e— 

'1.:^''  ,  unemployment  benefits  or  welfare— but,  remember 

that  the  person  is  employed  and  has  a  productive  role  In  society  Bulldine 

th„"fl'nn^.'"''S"'-'';r'  '°  dollars  than  doing  nothIng-/^,t  remcmbef 

that  you  then  have  the  national  asset  of  a  liouse  or  factory.  Doing  something 

rft'iVr^yT-w^thTt.'^^'"^  ^'^^  abou!  :vhat"yo^ 

Ao^l  Z%nn'!rJ"^^  'r   '"^1"^  "  "'^  resource  cost  sWe  of  this  bill. 

As  I.  Indicated  earlier,  the  most  debilitating  costs  are  those  that  occur 
.   when  human  and  cnpital  resources  are  squandered,  .'ftiis  bill  has  no  such 

Srces'"thar  r^V°'-T  'r'^''  'r""^""  ""^^  ^"  ^^""^'^  eapita?  and  miman 
resources  that  are  now  being  wasted  because  they  are  unemployed   As  1 

S^^^^^XX"^^"^'  '^^^^"^"^^  °'  biS?onjn^a^dItt?na'l 

I.  believe  this  cost  picture  shows  that  full  employment  Is  a  bargain  The 
budgetary  cost^  are  largely  offset  by  the  decreased  welfare  payments.  Increased 
tax  rcTenues,  and  the  value  of  the  goods  and  services  created  by  the  jobs 
In  addition,  there  Is  the  great  cost  saving  that  comes  from  using  capital' 
and  human  resources  that  are  now  being  wasted.  b  <-ai.iui. 

WOULP  THE   WAGE  STANDARDS   CAUSE  A  SHIFT  FROM  PRIVATE  TO  rDBtlC 

EMPLOYMENT? 

^^ome  people  have  argued  that  the  wage  standards  are  so  generous  they 
would  cause  a  shift  from  private  to  public  employment.  I  don't  believe  this  Is 
true,  I  believe  the  wage  standards  are  "neutral"  between  the  private  and 

""The  '"'^P'^'  wage-standards 

Tw  ""^"Standing  the  wage  standards  Is  to  carefully  rofid  section 
402.  That  section  states  that  people  eifaployed  under  the  bill  shall  receive 
ftZ  fZ"^^^       "'""^  "         prescribes  a  range  of  wage  staSs 

oJ^o^fl!.  ,  J""^™"™  ^"P^  prevailing  wages  for  similar  emplovment  In  the 
specific  labor  markets.  This  means  that  someone  doing  a  job  that  merits  the 

Si  h.X^        '  ^  ]]  ^  ^"S"'  ^•'^"^      Skilled  worker  doing  a  job 

of  higher  value  will  be  paid  commensurate  wages  J 
I  believe  this  Is  a  flexible  and  fair  set  of  wage  standards. 

-  .  f 

ISN-'T  THIS:  BltX  JUST  A  LARGE  PUBLIC  SERVICE  JOBS  BH.L?- 

n^^^'^T^if^.o  '"'■^^  and  complex  blll^at  some  people  have  chosen  to  almpIlfT 
as  a  public  service  jobs  biy.  I  hav7 already  outlined  to  you  the  ten  maior 
elements  of.  the  bill,  the  majority  of  which  are  designed  to  imnrove  the 
JTrS'^Jl^U''  Federal  feovcrnment  and  encouragT  producth.n  In  lie 
private  sector.  The  setting  of  Rational  economic  goals,  the  Improved  use  of 
fiscal  policy,  the  ^Integration,  of'  the  Federal  Reserve  Into  national  economie 
^^Iw'.  provision  for  long-range  planning,  the  improved  productivity  and., 
anti-trust  provisions,  and  the  e^^onomy  in  government  measures  will  all 
improve  the  growth  and  performance  of  the  private  sector  '^'"'  ■^  "^"^ 
oJ,?,  ""^  }\-  '.•'T  "'■'^  several  sf»pplemcntary  job  measures  to  encourage 
emp  oyment  in  both  the  public  and  ^irivate  sector.  In  .-.aditlon  to  imp™ 
"w  I.J",   •  prescribe^  a  ri&tional  development  bank  -to  encmirlge 

<l''f '"P-nent  an*  emp  oyment,  as  well  a.s  antl-rlceSsion  assistance  to. 
the„s^        w  ''"P^°J«'<1       training  in  the  private  sector,  and 

the  use  of  private  noh-proflt  organlzntlons  to  Increase  employment 

[m,^^  ^  the  private  sector  has  be^n  fully  utilized,  does 

the  bin  provide  for  Federally  operated  public  employment  ,  projects  a„d 
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private  non-profit,  projects.  This  provision  is  based  on  tlie'  belief  that,  If 
people  cannot  obtain  employment  through  any  other  means,  it  is  better  to 
give  them  , a  job  funded  by  the  government  than  it  is  to  write  those  people 
a  check  to  do  nothing.  As  most  of  you  know.  Dr.  Arthur  Burns  supports 
this  same  principle,  which  I  believe  is  both  a  humane  and  conservative  idea. 
In  fact,  Mr,  Chairman,  much  of  this  bill  is  premiiied  on  the  conservative 
belief  that  we  ought  to  put  people  to  work  instead  of  keeping  them  on  the  dole.  ^ 
Mr,  Chairman,  members  of  the  Subcommittee,  this  concludes  ray  ^formal^ 
statement.  I  am  happy  to  answer  any  questions  you  might  have.  Thank^you. 

•  Mr.  Daniels.  On  behalf  of  tlio  coinniittee,  I  want  to  commend 
you  for  an  excellent  statement  in  support  of  this  |>ill. 

I  do  have^a  question  which  has  been  raised- several  times.  Inas- 
much as  you  are  the  coauthor  of  this  legislation,  I  jyould  like  to 
ask  you  about  the  alleged  constitutionality  of  this  legislation. 

Sorrie  people  have  expressed  concern  about  certain  provisions  of 
the  bill,  specifically  title  II  wliich  you  have  just  referred  to  regard- 
in*^  mandating  the  President  to  transmit  to  Congress  legislation  cre- 
ating a  comprehensive  youth  employment  service.  Senator,  you  have  , 
been  a  leader  in  the.  youth  employment  field  for  more  than  20  years. 
Should  not  the  Congress  work  on  such  legislation  rather  than  man- 
date the  Executive  to  come  up  with  the' bill? 

Senator  Humphrey.  The  Congress  ultimately  decides  what  the 
legislation  is  going  to  be.  The  PresiSent  is  mandated  here  to  come 
forth  wi,tli  a  program.  That  program  will  come  to  the  Congress  of 
the  Ui>ife^  States.  . 

Mr.  Daniel,  Can  we  compel  him  to:  come  forward  with  legisla- 
tion that  ho  is  not  interested  in?  , 

Senator  HtrMPHREY.  We  surely  can,  Mr.  Chairman. 

We  can  cqmpel  the  Preside!^  if  need  be,  to  stand  on  the  steps 
of  the  White  House  all  afternoon  if  we  want  to,  by  law.  We. have 
the  authority  to  do  so.  We  cannot  tell  the  President  that  whatever 
he  proposed  is  going  to  be  the  law.  We  can  ask  him  to  do  so.  We 
can  ask  him  to  prepare  legislation,  ptoposed  le^slation,  b^ng  it  to 
the  attention  of  trie  Congress. 

Mr.^DAXiELS.  I  know  that  the  Constitution  does  provide  that  he 
shall  recommend  legislation  to 'the  Congress.  I  was  reversing  that 
q^iiostion' as  to  whether  or  not  instead  of  recommending  or  requiring 
liim  to  recommend,  that  we  mandate  him  to  present  legislation  to 
Congre.==s.  especially  if  he  disagrees  with  the  program. 

Senator  HrMPiiRKY.  If  this  bill  is  signed,  wnoever  signs  this  bill, 
this  President  should  sign  this  bill,  he  tlieh;  accepts  that  respQnsibil- 
ity.  Of  course,  the  President  could  veto  this  legislation  on  the  basis 
that  he  does  not  think  he  ought  to  be  mandated  to  do  anything,  or 
mandated  to  do  a  specific  thing. 

Then  it  would  be  a  question" of  whether  you  wanted  the  Congress 
to  override  it.  It  is  my  judgment — I  proclaim  no  expertise  in  con- 
stitutional law  even  though  I  think  I  have  sj)ent  a  little  time  study- 
ing, it;  but' the  Congress  of  the  United  States  can  require  the  Presi- 
dent of  the  United  States  to  perform  certain  functions. 

There  are  certain  things  we  cannot  do.  We  cannot  deny  the  Presi- 
^dent  certain  rights  lie  has  as  an  Ex:ecutive.  We  can  require  him  to 
perform  certain  duties  that  we  believe  are  in  the  public  interest. 
That  is  my  judgment.  There  may  be  lawyers  who  come  here  who 
will  say  the  contrary.  ^ 
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What  we  are  inquiring  of  the  President  is  that  this  area  which 
we  say  is  so  vital,  this  matter  of  youth,  let  us  say  youth  unemployr 
meat.  We,  as  a  matter  of  Congress,  can  build  into  the  legislation  a 
statement  of  the  concern  of  the  Congress  that  the  youth  unemploy- 
ment, as  a  result,  has  become  a  serious  economic  and  social  problem. 
Therefore,  the  Congress. mandates  that  the  President  shall  i)ring  to 
the  attention  of  the  Congress  his  proposals  to  deal  with  it,  not  that 
the  proposal  will  be  the  final  ones  to  be  accepted,  but  we  at  least 
ask  for  his  advice  and  his  counsel  and  his  interest.  I  think  we  can 
mandate  that. 

Mr.  Daniels.  I  am  glad  to  have  you  respond  to  that  question.  ' 
I  recognizQ  the  gentleman  from  Washington,  Mr.  Meeds. 
Mr.  Meeds.  Thank  you,  Mr.  Chairman. 

I  commend  the  Senator  for  an  excellent  statement  and  your  long- 
time interest  in  this  entire  field  of  unemt)lojuiient  and  economics. 
*  I  thi^ik  it  is  particularly  significant  tha^.you  appear  today  before 
us  as  chairman  of  the  Joint  Econ<;miic  Committee,  a  committee  of 
the  Congress  that  has  been  studying  this  problem  for  a  long  time 
and  Iras  come  up  with  some  answers,  many  of  which  have  found 
their  way  into  this  legislation. 

I,  too,  along  wit^  you,  am  particularly  concerned  about  youth 
unemployment  and  recognizing  that  youth  unemployment  is  run- 
ning at  about  20  percent  today,  three -times  the  national  average  of 
unemployment,  would  like  to  propound  a.  question  which  I  think 
fits  in  with  some  of  the  things  you  have  talked  about. 

For  instance,  it  may  cost  more  in  the  short  range  to  do  something 
than  to  do  nothing,  but  economic  benefits  from  the  long  term  can 
be  gained  by  doing  something.  It  is  interesting  that  appearing 
recently  on  Meet  the  Press,  were  six  chiefs  of  police  from  the  six 
major  cities  in  the  United.  States,  and  the  columnist,  Carl  Eowan 
asked  them  all  if  there  is  one  thing  that  you  could  do  to  reduce  crime 
in  the  major  cities  of  this  country,  what  would  you  do. 

You  might  have  expected  those  hard-bitten  chiefs  of  police  to 
say  larger  police  force,  more  lights,  a  lot  of  things,  but  four  of  the  , 
six  said  if  they  could  reduce  youth  unemployment  that  could  be 
the  single  most  important  thing  to  do  in  reducing  crime  in  major 
cities. 

Then  let  us  take,  for  just  a  moment,  another  one -of  your  fields  of 
exjjertise— there  are  so  many,  but  this  is  another  one  I^know  you 
have  been  very  much  involved  in  and  instrumental  in  passin<r  legis- 
lation regarding  i;he  National  Forests  of  this  country.  You  are  the 
chief  author  of  the  Humphrey-Rarick  bill,  chief  author  of  le<nsla- 
tion  now  pending  with  regard  to  the  clear-cutting  issue'  You*1iave 
a  very  fine  background  in  this.  ^ 

I  am  sure  you  are  aware,  as  I, am,  that  there  are  31/2  million  acres  ' 
of  Federal  jEorestlands  that  have  been  cut  over  &nd  never  replanted. 

Senator  Htmfhket.  _I^am  very  much  aware  of  it. 

Mr.  Meeds.       million.  ; 

I- am. sure  you  are  also  aware  that  we  are  told  by  the  foresters 
with  improved  sylvaculttire  methods,  iinproved  methods  in  manage- 
meht  of  our  forests,  we  could  increase  our  allowable  cut  on  our 
National  Forests  over  a  10-year  period  betwen  20  percent  and  40 
percent.  ■   ^  ■ 
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Why  can  we  not  combine  all  of  those  young  people  who  are 
eager  and  willing  to  do  something  with  this?  This  is  just  one 
example.  You  can  give  all  kinds  of  them.  But  those  million 
acres  need  something  done  to  them,  with  thei  whole  concept  of  forest 
management.  » 

That  is  a  public  service  job,  public  service.  It  will  produce  for 
this  country  sbmething  that  can  be  used  30,  40,  50  years  down  the 
line  to  produce  capital  and  increase  jobs  in  its  own  place.  That  is 
the  kind  of  thing  we  are.  thinking  about  under  this  legislation,  is  it 
not!  .  ' 

Senator  Httmphket.  That  is  correct. 

Congressman  Meeds,  let  me  say,  in  reference  to  forestry  to  which 
you  have  spoken,  it  is  not  just  Federal  lands  that  we  have  in 
forests.  We  also  haA^c  State  and  county  and  there  is  hardly  a  State- 
in  the  TJnion  that  does  not  have  either  State  forests  or-  county 
forests  or  Federal  forests.  Federal  lands,  of  course,  have  inuch  more 
in  the  West,*  but  not  totally. 

Those  forest  areas  offer  an  opportunity  for  wholesome  eniploy- 
ment,  job  instruction,  of  .  tremendous  importance.  On  the  one  hand, 
you  are  giving  people  a  job;  on  the  other  hand,  you  are  renewing 
renewable  resources.  Maybe  this  is  not  the  place  to  say  it,  but  if 
we  k^ep  at  it  the  way  we  are,  not  tending  to  our' forests,  we  will 
have  denied  at  least  my  grandchildren  any  chance  for  America  to 
have  a  real  forest  products  industry  in  this  country. 

Mr.  Meeds.  What  effect  on  the  price  of  lo<^  and  lumber  would  we 
have  if  we  increased  the  productivity  of  our  Federal  forests  by  20 
percent  to  40  percent?  It  is  bound  to  bring  the  price  down,  is  it  not? 

Senator  Hitmphrey.  Absolutely.  Not  only  that,  you  are  talking 
about  protecting  your  environment.  You  are  talking  about  clean  air. 
You  are  talking  about  soil  conservation.  Yon  are  talking  about  clean 
lakes  and  clean  rivers.  One  of  the  best  ways  to  have  all  of  that  is  £o 
have  proper  tree>  planting;  not  just  in  f orests^ut  also  as  a  part  of 
the  aesthetic  vaiue  of  tKe*cotintryside. 

Congressnian,  we  coufd  put  to  work  a  half  a  million  young  men 
and  women  in  tree  planting  in  -thiis  country  in  6  months. 

Mr.  Meeds.  That  is  right,  and  have  all  of  the  benefits  we  have 
^alked  about.    '  . 

Senator  HrnMPiiREY.  It  cost$  $12,000  a  year^p  incarcerate  a  person 
who  is  guilty  of  crime.  That  is  the  average  cost.  In  county  jails,  it 
costs  less,  maybp  $7,000  to  $8,000.  For  ,$10,000  a  year  or  $8,000  a  year 
or  $12,000  a  year,  you  can  employ  young  people.  They  would  jump^- 
at  the  chance  for  a  job.  .  ■        .  . 

We  proved  it  once  with,  the  CCC  camps  around.  I  am  not  saying 
you  reve^  necessarily  back  to  what  you  had,  but  it  can  be  done,  and 
done  under  expert  guidance  and  instruction.  We  could  do  .mucli  of 
this,  I  jnight  say,  with  existing  personnel,  existing.supervisory  per- 
sonnel. •  ^  ' 

My  State  has  large  timber  areas.^  We  have  thousands  of  young 
people  out  of  work  in  the^  Twin  Cities.  We  have  hundreds  of  them 
out  of  work  in  Dulitth,  Minn.  I  listened  this  morning  on  the  radio,  as 
I  was  leaving,  19,000  people  this  week  exhausted  their  unemployment 
benefits;  15,000  have  done  so  last  month;  34,000  people— ^I  do  not 
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know  how  many  more— in  the, last  two  tjimes  I  have  been  home, 
34,000  people,  it  was  anno^nced,  lost  their  c.oitipensation 'benefits.  Oiir 
crime  rate  among  youth  is  up  and  up.  Our  unemployment  rate  is 
stiU  oyer  7.5  percent  for  my  State.  ^ 

We  desperately  need  reforestation.  Thts  is  thS  lifeblood  of  our 
economy.  Forestry  is  the  third  largest  indfustry  in  our  State.  For  the 
Federal  ^Government  to  sit  around  knashing  its  teeth  and  beating  on 
its^brcast  about  j?^elf are  cheaters,  and  what  Have  youvand  about  the 
juyeiule  delinquency  and  not  to  do  something  like  this.  Congressman, 
to  in?,  it  is  horrible, ,  . 

-  Mr.  Meeds.  I  am  sure  you.  are  aware  of  the  bill  over  80  of  our 
colleagues  have  sponsored  called  the  Young  Adult  Conservation 
Corp?,  expansion  of  the  YCC,  that  fits  vbw  well  in  these  concept^^ 

Senator  Utoiphrey.  Very  definitely.  1  was  author  of  the  Job 
Cbtps,  for  example^  of  the  industrialized  type  of  training  you  could 
-     ;■  ■  ^ 

JV.tn^EED^s.  This  is  a  replica  of  the  old  CCC  con^iept  that  we  hope 
we  wiM  be^lharking  up  in  the  subcomijiiVt^e  right  alp^r  we  come  back 
from  recess;  -i 

,  Senator  Hi^MPjarot.  Cong^ressmany.  and  my  colleagues  here,  leji  m& 
tell  ypi^  sbn^ething:  X  sound$  as  if  it  is  very  repetitious.  We 

h^ave  got,  to  show' the  American  people  the  difference  bieitween  payiiig 
bills  for  fcrime  aind  relief  and  welfare  and  investing  in  human  re- 
soTarceS  and  pi-oductive  gopds!  W;4j[ire  just  goipg.to  go' broke-  doing 
what  we  are  doing.^  . .       *      •    ^         - .  .  X  ^ 

'  The  crime  IhII  in^his  country  is  so  staggering,  it  is  moynting  every 
;day.  It  is  becoming  a  national  scandal.  :^^^f  -.j:  .r*-  .:^' 

On  the  one  hand,  over  liere  is  the  welfare  bill  that:ij^bu  iaw  this 
morning,  and  we;  have  people,  many  that  spepd  their iitne  arguing 
about  the  £ost  of  this  measure,  called  H.R..50;  » 

You  know,  if  gdraebody  Avere'to  tell  me^that  this  bill  costs  $30 
billion,  if  they  were  to  say— Vhich  pf.  Qourse,  they  would  not— I 
would  say,  what 'aJjargairi,  what  a  bargainiliat  woul(i  be/^^ 
you  would  be  savin|)^  yourself  IS^^^ 

Nobody  has  put  in  the  cost  figures /in  any  <yf  this^egislation,  the 
cost*  of  crime.  There  is  tio  .way,  Mp.<Chainnai>^  that  #e  ajre  going  to 
sto{)  juvenile  criihe  by  mo;*e  copis,  jtnore  police^'N'o  way,  No  way  you 
are  going  to  stop  juvenile  crinte  by  goinipr -^ound  telling  them  they 
ought  to  spend  more  time  in  a-HKlfTirij^y  or  something,  as  im- 

portant as  that  is.  You  have  to  give  tli'em  Vork. 

It  is  about  time  we  made  up  our  mind  to  do  so.  ;I  consider  Con- 
gress derelict  unless  they  do  this.  Whatever  *we  dp  in  overall  legisla- 
tion,tif  we  do  noli^et  our  people  back  to  doing  something  constructive 
in  these  great  cities  of  ours,  we  are  going  to  have  guetrilla, warfare  in 
this  country.  We  are  going  to  have  the  Jdnd  of  corrosion  and  erosion 
of  spirit  that  would  be  devastating  tp  us.  I  really  beg  of  you  to 
act.  ■      .  ^  ; 

By /the  way.  Congressman,  I  want  to  thank  you  for  what  you  have 
done  on  the  jobs  bill,  on  the  public  servicfe  'jobs  bill,  the  leadership 
you  have  taken  over  here,  you  and  your  colleagues/ 

Mr.  Datstbls.  Thank  you.        ,       .  ^ 
"Mr.  Meeds.  Thank  you  very  . much,  Senator/  ' 
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■  ■  .  •  ■  "     '   '  .     .  ' 

Mr.  Danuxs.  I  would  like  to  recognize  the  co-auSior  oJ  the  bill, 
Congressman  Hawkins.  -  ' 

Do  you  have  any  questions? 

Senator  HTjaipmiEY.  Thei*e  is  notliing  I  can  tell  -(Jus  Hawkins. 

Air.  Hawkins.  I  was  going  to  say  the  same  thing,  but  in  the 
reverse.  ^• 

I  t^ink  that  Senator  &M§phrey's  remarks  have  been  excellent,  as 
usualf  and  he  has  really  bro|glit  out  the  salient  points,  with  which  I 
fullj^;  agree.  I  thiiiktiiat  one'^itihe  happiest  experience  I  have  had 
in  mv  40  years  of  p!tt)li4servibe  has  been  on  a  piece  of  legislation  of 
this  kind  with  Senator  l&miphrey.  He-  oertailily  has  been  a  great 
inspiration  and  of  great distance  to  me^ 

1  want  to  congratulate  the  Senator  for  his  vision  and^foresight  and 
'  his  ^at  capability  and  inspiratioh-:^hich  he  has  ffivMi  to  au*of  us. 

With  that  compliment,  I  would  just  like  to  conclude. 

Mr^  Daniels.  Senator,  once  again,  I  would  like  to  thank* you  for 
your  appearance  and  testiihony.  It  is  always  a  delight  to  listen  to  you. 

Senator  Humphrey.  Thank  you  very  iniK^h.  We  depend  on  you  to 
get  action,  Mr.  ChdiVman. 

Mr.  Daniels/ We/ jvill  now  cpnclude  today's  hearings. 'The<  com- 
mittee will  recon^ene^iii  room  2257  at  9  a.m.  on  Wednesday  morning 
to  continue  he,d,rmgs/6n  'tMs  bill.  ^ 

[Whereupd^L,.  at;12  :S5  p.m.  the  subcommittee  recessed  to  reconvene 
for  furtherhii;iring'fijirt>'a.mi  on  Wednesday,  April  14,  1976,  in  ^oom" 
2257,  Kay buru  fiouse.  Office  Building.]  .  ^ 
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House  of  KEPRESENTATiVEfl, 
Subcommittee  on  Manpower,  Compensation 

AND  Health  AND  SaPETT  of  the 
Committee  on  Education  and  Labor, 

Wa^hington^  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10  a'm.  in  room  2257, 
Rayburn  House  Office  Builtlinfr,  Hon.  Doininick  V.  Daniels  (chair- 
man of  the  subcommittee)  presiding. 

Members  present :  Representatives  Daniels,  Hawkins,  Meads,  Quie, 
Esch  and  SarasLn. 

Staff  present:  Daniel  Kriyit,  counsel;  Saralee  Schwartii,  research 
assistant ;  Nat  Semple,  minority  counsel  associate. 

Also  present:  Dr.  Alan  Greenspan,  Representatives  Conyers,  Don- 
ald Fraser,  and  Bella  Atzug. 

Mr.  Danie^^.  The  Subcommittee  on  Manpower,  Compensation  and 
Health  and  Safety  will  come  to  order. 

,  This  morning  we  begin  Our  hearings  on  H.R.  50,  the  Full  Employ- 
ment and  Balanced  Growth  Act  of  1976.  A  mark  up  will  occur  im- 
mediately after  our  return  from  the  Easter  recess.  Notice  ^11  be 
given  to  all  members  of  the  subcommittee  as  to  the  dates. 

Our  first  witness  this  morning  is  Dr.  Alan  Greenspan,.  Chairman 
of  the  Coimcil  of  Economic  Advisors.  Mr,  Greenspan,  wo  are  happy 
to  have  you. 

STATEMENT  OF  DE.  ALAN  GEEENSPAN,  CHAIEMAN,  COUNCIL  OF 
.        ECONOMIC  ADVISEES 

Mr.  Greenspan.  I  am  grateful  for  the  opportunity  to  appear  be- 
fore this  subcommittee  to  discuss  the  views  of  the  Council  of  Eco- 
nomic Advisers  on  fhe  proposals  embodied  in  H.R.  50,  The  Full 
Employment  and  Balanced  Growth  Act  of  1976. 

Tnis  i3  a  setvof  proposals  which,  if  adopted,  would  have  major 
effects  upon  economic  policy,  the  policymaking  processes  of  the  Fed- 
eral Government,  and  the  economy  itself.  ' 

These  proposals  thorefoi:e  deserve  our  closest  examination.  I  might 
add  that  the  discussions  which  have  accompanied  the  bill  and  the 
issues  which  it  raises  have  enhanced  the  educational  processes  that  are 
:  important  in  economic  polic3rmaking.  I  think  we  certainly  look  for- 
:  ward  in  discussing  the  details  and  the  concepts  involved  at  great 
•  length  as  we  go  on. 
'      '  /  (423) 
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Mr.  Daniels.  I  am  glad  to  hear  it. 

Mr.  Greenspan.  The  bill  has  several  i:najor  proVisions  which  I 
would  like  to  a^ddress  this  morning.  It  would  establish  a  single  nu- 
merical goal  for  full  employment  and  commit  the  Federal  Govern- 
ment to  the  achievement  of  that  goal  within  4  years. 

The  numerical  goal  is  specified,  as  "a  rate  of  unemployment  not  in 
excess  of  3  percent  t>{  the  adult  Americans  in  the  civilian  labor 
force."  The  bill  also  specifies  programs  and  policies  to  be  used  in 
attaining  the  unemployment  rate  goal. 

If  the  unemployment  goal  cannot  be  achieved  through  the  use  of 
standard  fiscal  and  monetary  policy  measures,  it  is  to  be  achieved  by 
assigning  an  employer  of  last  resort  role  to  the  Federal  Gove^rimenfi 
and  "through  reservoirs  of  federally-operated  public  employment 
projects  and  private  non-profit  employment  projects." 

The  interpretation  of  thfe  3  percent  adult  unemployment  rate  goal 
is  subject  to  some  ambigiiity.  There  are  differences  between  the  If.R. 
50  and  S.  50,  and  it  obviously  does  make  quite  a  significant  difler- 
ance  with  respect  to  what  the  unemployment  target  in  fact  is.. 

It  makes  a  significant  difference  whether  "adult"  is  taken  to  mean 
..persons  ago  16  and  older,  age  18  and  older,  or  age  20  and  older.  If 
the  3  percent  goal  refers  to  those  18  years  of  age  and  older,  it  would 
te  equivalent  to  an  uncmploym'cnt  rate  for  the  entire  labor  force  of 
clbse  to  3.5  percent  given  the  present  composition  o|  the  labor  force. 

If  it  refers  to  those  age  20  and  over  it  would  be  equivalent  to  an 
unemployment  rate  for  the  entire  labor  force  of  about  4  percent.  The 
16  and  older  definition  in  ILR.  50  Corresponds  to  our  actual  total 
unemployment  concept,  and  therefore  is  equivalent  to  the  actual  pub- 
lished aggregate  number. 

But  regardless  of  how  these  terms  are  eventually  specified,  it  seems 
to  iTic  that  there  is  a  more  important  issue.  Implicit  in  this  legisla- 
tion, and  indeed,  in  any  meaningful  economic  aefiniton  of  full  em- 
ployment is  the  presumption  that  employment  means  productive 
jobs;  jobs  supported  by  productive  facilities  which  enable  the  high 
levels  of  productivity  and  hence  the  high  wages  which  are  the  hall- 
mark of  the  American  worker. 

When  we  speak  of  full  employment  our  goal  is  not  a  statistic,  but 
a  labor  market  characterized  by  high  employment  and  productivity* 

There  are  only  two  ways  to  pay  a  high  wage  for  a  particular  job» 
Either  there  is  suiBcientlv  high  output  per  manhour  in  that  employ- 
ment to  generate- the  real  income  implicit  in' the  wage,  or  the  differ- 
ence is  paid  by  someone  else  in  the  oxionortiy  through  a  transfer  or  a 
subsidy.  In  that  sense,  putting  people  on  a  public  pay^pirin  an  un- 
productive job  is  not  much  different  from  unemployment  insurance 
since  the  activity  that  is  taking  place  contributes  relatively  little  to 
the  total  national  product.  , 

We  may  call  it  a  job  but  in  an  economic  sense  that  doesn't  make  it* 
one.  Hence  I  think  it  is  important  to  recognize  that  productive  em- 
ployment should  bo  implicit  both  in  the  concept  of  full  employment 
and  in  any  number  wo  might  use  to  dcsigtiato  the  unemployment  rate 
associated  with  full  employment. 

There  arc  great  difficulties  involved  in  .specifying  the  appropriate 
•minimum  unemployment  rate.  Our  goal  should  bo  to  produce  the 


425 


highest  level  of  productive  employment  which  is  sustainable  over  the 
longer  run. 

What  that  level  is  at  any  particular  time  is  far  easier  to  specify 
when  the  economy  is  already  operating  in  the  vicinity  of  full  em- 
plovjnent. 

Under  those  conditions  one  is  better  situated  to  judge  the  balance 
or  the  tradeoffs  between  employment,  capacity,  and  a  ijumber  of  other 
factors  whose  interaction  is  vital  to  achieving  and  maintaining  a  high 
ernployment  stability. 

Our  policy  should  focus  on  expanding  economic  activity  as  rapidly 
as  feasible  until  we  achieve  that  qualitative  state.  Speci^ine;  an  un- 
employment number  in  advance  does  not,  in  my  judgment,  add  much 
information  to  the  economic  pblity  decisioniiaking  process. 

Suppose,  for  example,  today  we  were  to  choose  a  4  percent  u'nem- 
ployment  ratys  goal,  but  when  we  ^jot  into  the  vicinity  of  4  percent  we' 
found  that  we  could,  in  fact,  achieve  and  sustain  an  even  low^r  un- 
^  employment  rate.  Under  these  conditions  we  would  clearly  attempt 
to  reach  the  lower  rate,    '  • 

In  that  instance  ihv  4  percent  objective  would  not  have  served  a 
particularly  useful  >in[>ose.  On  the  other  hand,  suppose  we  discov- 
ercd  significant  nreb  , (in*  with  respect  to  the  utilization  of  resources 
when"  we  rettched  5  percent,  just  to  choose  a  number. 

It  would  clear  at  that  point  that  an  effort  tp  reach  a  4  percent; 
unemployment  rate  would  create  destabilizing  economic  forces  which 
eventually  could  very  well  pnsh  the  economy  into  a  recession  and 
send  tnje  unemployment  rate  back  up.  *  ' , 

-  ;H6weVer,  if  we  were  committed  at  that  point  to  achieve  a  4  percent 
unemploymejlt  rate  it  WQuld  be  more  difficult  to  resist  the  pressures  to 
do  It,  therefore,  seems  far  pt^ferable  to  ^^vp  to  achieve  the 
quahtativei  condition  of  full  employment  as  quickly  as  we  are  able 
to  ao  so. 

Having  a,  specific  nnmerical:  objective  in  advance  does  not  seem 
k):be  especially  helpful  and  it  might  make  the  achievement  of  stable 
full  employment  somewhat  more  difficult. 

The  approach  incorporated  in  H-R.  50  reliefs  heavily  on  the  ability 
of  the  economics  profession  to  plan  pr  to  outline  fairly  precisely  the 
path  that  must  follo^^^ed  to  achieve  and  then  maintain  full  em- 
ployment. 

I  find  the  thrust  of  this  argument  troublesome.  It  presumes  a  de- 
tailed forecasting  capability  which  is  far  beyond  any  realistic  assess- 
ment of  the^pfesent  or  immediately  foreseeable  capability  of  the  eco- 
nomics profession,  .  .  ' 

Ajnodern  industrial,  economic  system  based  even  partly  on  market 
phenomena  is  so  complex  that  any  mo.del  or  statistical  abstraction,  no 
matter  how  complexy  is  still  a;  gro^.  oversimplificatibn  of  the  dy- 
namics of  the  system.  "  .  . 

Models  can  never  expecl;  to  achieve  more  than  very  rouch  approxi- 
mations of  thfc  dynamics  of  the  real  world.  Thcsrt  approximations  are 
m^t  useful  but  they  fall  significantly  short  of  the  analytic  and  fore- 
casing  requirements  of  the  approach  envisioned  in  H.K.  60 

Moreover,  try  as  we  might,  it  will  be  difficult  to  Separate  political 
considerations  from  the  planning  process.  The  Federal  Government 


would  sanction  certain  g^rowth  paths  for  total  demand  which  would 
presumaWy  be  consistent  with  the  unemployment  targets." 
*  This  poal  related  projection,  however,  is  almost  certain  to  go 
wrong.  For  clearly,  whatever  comes  out  of  the  straif^ht  forward  pro- 
jection based,  on  average  historical  relationships  will  surely  be  con- 
sidered inadequate  by  th^  political  process  setting  the  goals. 

Instead  of  basing  the  targets  on  the  average  expectation  cranked 
out  by  the  analytical  process,  there  will  be  a  tendency  to  adopt  more 
optimistic  and,  by  definition. iess  probable  sets  of  projections  as  tar-  . 
gets  or  as  standards  of  performance.  This  would  place  the  goals  in 
the  outer  range,  if  not  at  the  absolute  extremes,  oi  real  growth,  un- 
employr^ent.  and  iuflation^ossibilities.  '  ^ 

ConSeqIiently,  as^ef^i^  events  unfold,  the  economy  .will  have  been 
found  to  hajite-'^ll^  shortjpf  the  desired  levels  of  production,  em- 
ployment,*: hicorae,  infla^tionij^et  cetera.  This  in  turn'  will  mean  that 
either  tl^;  goals  win  Be  absiihdoned  or  the  Government  will  interv^ene 
further  |h  the  .^ystem  to  oirfrrect  the  "fault." 

Implicit  in  jE^IJR.  5Q^'*^^^  that  the  Federal  Government, 

set  not  oijflv  ecoh-piXMe  goals  but  the  particular  policies  that  will  get 
us  here,  i^xh.^ j){jRSumption  that  our. theoretical  underpinnings  enable 
us  to  construct  and  successfully  follow  such  programs. 

,^Since  such  a  view  is  unrealistic,  what  would  IT.R.  50  mean  in  prac- 
tice? If,  the  detailed  policies  fail  to  achieve  the  ^specified  goals.v'as 
^^^ractical  matter  public  service  jobs  .become  the  means  to  achieve 
the  3  percent  unemployment  goal. 

For  tliis  reason,  I  believe  we  must  examine  the  impact  of  expanded." 
public  service  employmerit  as  a  means  of  achieving  our  goal  of  full 
employment.  •  ^ 

Oq  the  basis  of  experience  with  moderate-size  public  employment 
I^rograms,  numerous  studies  have  concluded  tht^t'  public  jobs  pro- 
grams do  not  ultimately  create  significantly  more  ]obs  than  any  other 
type  of  current  policy,  whether  it  be  in  the  form  of  tax  cuts  or  in- 
creased Government  spending  for  other  purposes.  . 

In  fact,  the  Evidence  suggests  that  after  2  years  as  much  as  90 
percent  of  those  public  sector  jobs  that  were  funded  would  have  been 
created  anyway  through  ongoing  State  and  local  efforts. 

^Vliat  happens  is  that  St(ite  and  local  governments  substitute  Fed- 
eral funds  for  their  own  funds  as  they  expartd.  The  additional  Fed- 
dfal  money  enables  State  and- local  governments  to  lower  taxes  or 
raise  tliem  less  thVin  they  otherwise  would  have.  In  this  sense,  a  good 
dej\l  of  public  employment  funds  indirectly  becomes  a  form  of  gen- 
eral grants  to  State  and  locaV  governments. 

We  do  not  have  experience  with  the  large-scale  public  employment 
projects  contemplated  in  IT.R  50.  As  a  result,  the  narrow^  extension 
of  our  most  recent  experience  is  not  wholly  applicable  here. 

Millions  of  jobs  would  have  to  be  funded  under  these  programs  in 
order  to  reduce ,  tlie  unemployment  rate  as  measured  statistically  to 
3  pi?  4*  pet*ccnt/. 

Such  large-scale' public  employm^rii  ptbcrrajms  would  entail  a  major 
increase  in  the  number  of  worker)^  coijimitted  to  relatively  low  pro- 
ductivity jobs  in  the  public  sectoh^'^Tliis  Woxild  certainly  slow  the  risTe  " 
in  overall  productivity  and  hence  in  o'ut^  standards  of  living. 
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The  programs  would  not  contribute  to  the  capital  investment  re- 
quired to  create  the  productive  .jobs  needed  to  regain  a  sustainable , 
hi^h  employment  economy. 

Indeed,  the  heavy  budget  costs  of  funding  the  programs  would 
likely  interfere  with  ciipital  investment  and  the  badly  needed  in- 
creases in  job*  supporting  facilities, 

..  In  short,  we  would  be  creating  the  types  of  problemF;  which  con- 
front other  countries  where  bloated  public  sector  employment  has 
become  a  serious  impediment  to  growth,  progress,  and  stability.  This 
approach  has  proven  to  be  shortsighted  and  counterproductive,  ^ 

There  ;is  no^.cjuestion  that  extremely  high  unemployment  and  the 
hardships  nfesociated  with  it  is  one  of  the  most  serious  problems  cur- 
rently confronting?  this  country,  •  '  . 

It  is  important  however  in  . devising  policies  to  examine  the  nature 
of  the  problem  caf'efully  so  that  the  remedies  are  applicable  and  do 
not  focus  on  .sdrtiething  other  than  the  real  problems, 

Theixi  is,  for  example,  an  implicit  notion  in  many  unemployment^ 
reducing  jprograms  that  unemployment  is  a  stable  ai)d  unchanging' 
condition  for  t|iose  who  are  unemployed. 

In  reality  our  labor  markets  are  characterized  by  an  extraordinary 
amount  of' churning,  involving  entry  and  exit  from  the  labor  force 
and  mo^es  between  jobs,  occupations  and  geographic  areas.  The 
statistics  suscgest^that  unemployment  is  more  generally  of  relatively 
short  duration  and  experienced  by  a  significant  proportion  of  the 
labor  force,  ^  ^ 

There  were j close  to  8  millioh  unemployed  on  average  every  week 
duriujcr  1975  and  there  are  likely  to.be  perhaps  7  million  this  year. 
But  it  is  not  the  sam6  people  who  are  out  of  work  month  after  month 
for  periods  o|  years,  j 

If  that  were  the  case  very  ^specific  economic  policy  remedies  would 
have  to  be  directed  towards'^that  problem.  But  the  problem  is  quite 
different. 

On  average,  based  on  past  experience,  we  can  estimate  that  ap- 
proxii|iately  25  million  different  people  experienced  one  or  more 
spells  of  unemployment  in  1975,  and  perhaps  one-third  or  more  of 
these  experienced  at  least  two  spells,  * 

On  average  each  spell  of  unemployment  approximated  2  months 
and  a  large  proportion  of/spells  was  of  v^  short  duration— several 
weelcs,  J      ■      /  '  SBp,  '  ■ 

Thus  the  approximately  400  million  total  weeks  of  unemployment 
experienced  by  our  average  93-million  work  force  in  1075  was  char- ' 
acterized  by  a  significant  amount  of  turnover  within  the  unemploy- 
ment rolls,  '  " 

Clearly  if  we  are  to  confront  appropriately  the  problem  of  severe 
unemployment,  it  is  important  to  recognize  it  for  what  it  actually  is. 
Public  service  jobs  are  not  a  sensible  solutidn  for  short  duration  un- 
employment, . 

In  fact,  by  taking  a  worker  out  of  the  labor  market  it  may  actually 
Inhibit  the  normal  processes  of  job  search  and  productive  reemploy- 
ment, ,     ,        •  '      .  ,  ^'V.  •'■'■j  .■ 

Althoujrh  most  unemployment  is  characterized  by* •'High',.^t^^^ 
and  spells  of  short  duration  some  is  of  a  savere' and  prolonged 'nature* 
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^  When  an  individulil  who  has  been  specifically  trained  to  do  a  par- 
ticular ]ob  loses  that  job  it  is  often  difficult  to  find  another  iob  that 
uses  those  skills. 

When  skills  are  not  readily  transferrable  there  is  a  structural 
problem  tl^at  can  be  very  painful  to  the  worker  caught  in  that 
position. 

It  is  sometimes  said  that  programs  targeted  to  the  long-term  un- 
employed might  be  used  to  eliminate  some  of  this  type  jof  unem- 
ployment. 

However,  there  is  ^no  reason  to  believe  that  public  jobs  can  be 
easily  matched  ,  to  the  precise  skills  of  these  displaced  workers.  In 
fact,  a  public  e.mployment  job  that  does  not  utilize  these  skills  simply 
delays  the  readjustment  process— the  job  training  or  relocation,  that 
"^^t  take  placiB  for  the  worker  to  become  productive  again. 

Takmg  all  of  these  factors  into  account,  unemployment  insurance 
coupled  with  ]ob  training  programs  for  the  long-term  unemployed 
would  appear  to  be  the  most  appropriate  response  to  our  problem  of 
excessive  unemployment.  It  cushions  the  financial  hardship' asso- 
ciated with  unemployment,  allows  time  for  job  search,  relocation,  and 
retraining.  ,  ;  i  ' 

Our  goal  should  be  to  achieve  the  reestablishment  of  a  stable  econ- 
omy^ the  generation  of  productive  job  opportunities  and  a  vism<r 
standard  of  living  Under  nprmal  circumstances  thisx)roblem  is  dffi- 
cult  enough.  •  !r 

There  are  some  compelling  reasons,  however,  for  believing  that  it 
may  be  more  than  normally  difficult  in  the  next  several  years 

The  employment  of  our  labor  force  in  productive  jobs  in  the  pri- 
vate sector  of  the  economy  will  require  a  very  large  increase  in  capital 
invescmenc. 

Not  only  must  we  provide  the  tools,  the  plant,  and  the  equipment, 
we  must  also  provide  the  investment  required  by  the  environmental 
ana.the.saj^ity  legislation  which  i§  already  on  the  books  and  by  our 
energy  .t)b]ectiyes.  - 
J  ^  Tbe  sttidies'of  cf[J)  not  precise.  The  basic  data 

*pn  pur,presont  caj)it;al  stock, or  ciipaeity  . are  among  the  weakest  of 
ot;r;  economic /statistacs.  ;..^ 

I^j*t^^rn?P^re^^  a  long  series  of  assumptions  and  qualitative  jttdUr;. 
°^^r?  ^O;  estimate  future  capital  requirements. 

^l^itg^intQi  account  our  employment,  productivity,  environmental, 
safety^and  otir^^nergy  gojils  business  investment  w6uld  have  to  aver ^ 
age  12:  percent  of  GNP  from  1.975  to  1980. 

By  corrmatison  between  1965  and  1974  investment  averaged  104 
pei^ent  of  GNR  This  sounds  like  a  small  change  but  it  actually 
Would^r^prf.sent  .a  large  shift  in  the  allocation  of  resources. 

Iteal  GNP  in  1976  ,will  be  somewhere  in  the  neighborhood  of  $1,260 
t)illipn„and  1  percentage  point  would  be  about  $12  billion.  B\it  that 
1  percen^ge  point  is  equivalent  to  an  increase  in  businesS  investment 
oX  ahoutlO  percent  and  that  would  have  to  come  on  top  of  the  normal 
?y^lw  increase^  m  investment  which  would  occur  in  any  event. 
i-ii'T^.^^  would  have  to  be  maintained  for  S  years.  Investment  is  un- 
I«tely  t(^  exceed  10  percent^ of  GNP  in  1975  and  1976  so  that  invest-  . 
nient  patios  well  m  excess  of  12  percent  will  be  needed  in  the  next 
4  years  to  put  the  required  capital  in  place. 
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»  Without  the  investment  required  to  produce  the  jobs  and  the  pro- 
<Juctivity  growth  we  will  not  achieve  . the  increasing  standard  of  liv- 
ing to  which  we  have  become  accustomed. 

Indeed,  short  of  fundamental  and  improbable  changes  in  our  in- 
:^sit\itions  or  in  our  patterns  of  behavior,  inadequate  investment  could  . 
'prevent  the  attainment  of  high-employment  conditions  and  price 
st.ability  even  if  we  were  to  accept  the  lower  rates  of  productivity 
increases.  ' 
Thank  you.  Mr.  Chairman. 
[Prepared  statement  of  Mr.  Greenspan  follows :] 

Pbepared  Statement  of  Alan  Gheenspan,  Chaibman,  Council  of  Economic  v 

Advisebs 

T  km  grateful  for  the  opiiortiinity  to  appear  before  this  Subcommittee  to 
discuss  the  views  of  the  Council  of.  Economic'  Advisers  on  the ,.  proposals  ' 
eml)odi^ck4n  H.R.  50.  The  Full  Employment  and  Balanced  Growth  Act  of 
1976.  This  le  a  set  of  proposals  which,  if  adopted,  would  have  major  effects 
upon  econoiiic  policy,  the  policymaking, processes  of  the  federal  government, 
and  the  e/onomy  itself.  These  proposals  therefore  deserve  •our  closest 
examlnatlG 

The  bll/  has  several  major  provisions*  which  I  wouW  like  to  address  this 
morning.  It  would  establish  a  single  numerical  goal  for  full  employment  and 
commit  the  Federal  government  to  the  achievement  of  that  goal  within  four 
years.  The  numerical  goal  Is  specified  as  "a  rate  of  unemployment  not  In 
excess  of  3  percent  of  the  adult  Americans  In  the  civilian  labor  force. 
The  bill  also  specifies  programs  and  policies  to  be  used  Ih  attaining  the 
unemployment  rate  goal.  If  the  unemployment  goal  cannot  be  achieved  through 
the  use  of  statkdard  fiscal  and  monetary  policy  measures,  it  is  to  be  achieved 
'by  assigning  an  employer  of  last  resort  role  to  the  Federal  government  and 
**th rough  reservoirs  of  federally-operated  public  employment  projects  and  private 
non-profit  employment  projects." 

The  Interpretation  of  th^,  8  percent  adult  unemployment  rate  goal  is  subject 
to  some  ambiguity.,  It  maktfs  a  significant  difference  whether  '^adnir' Js  taken 
to  mean  persons  age  16  and  older,  age  18  and  older,  ,or.  age  20  and*  older.  If 
the  3  percent  goal  refers  to  those  18  years  of  age  and'  older,  it  would  be 
equivalent'  to  an  unemployment  rate  for  the  entire  labor  force  of  close  to  3% 
percent  given  the  present  composition  of  the  labor  force.  If  it  refers  to  thorie 
age  20  and  over  it  would  be  equivalent  to  an  unemployment  rate  for  the 
eft  tire  l^bor  force  of  about  4  petcent. 

But  regardless  of  how  these  terms  are  eventually  specified  It  seems  to  me 
that  there  is  k  more  important  issue.  Implicit  in  this  legislation,  and  Indeed, 
in  any  meaningful  economic  definition  of  full  employment  is  the  presumption 
that  employment  means  productive  jobs;  jobs  Supported  by  productive  facil- 
ities which  enablefW^  high  levels  of  productivity  and.  hence  the  high  wages 
which  are  the  hallihatk  of  the  American  worker.  .  When  we  speak  of  full 
employment  our  goqj  is  n^t  a  statistic,  but  a  labor  market  characterl«ed  by 
hlRh  employment  ami  0i;odnctivity.  * 

There  are  only  two^^ways  to  pay  a  high  wage  for  a  particular  job.  Either 
there  Is  sufilclently^h^jh  output  per  manhour  in  that  emi)loyment  to  generate 
the  real  income  iifiplicit .  in  the  wage,  or  the  difference  is  paid  by  someone 
else  in  the  economy  through  a  transfer  Or  a  subsidy.  Putting  x>eople  on  ti 
public  payroll  in  ai^nproductive  job  is  not  much  different  from  unemploy- 
mont  Insurance  flln(H|h^  activity  that  is  taking  place  Contributes  relativety 
Uttle  to  th^  total  nami)(al  product.  We  may  call  It  a  job  but  In  an  economic 
sonse  thnt  doesf^^t  mqjte  it  one.  Hence  T  think  it  is  Important  tor  recognize 
that  produa|ive  ^ploymeiit  should  be  Implicit  both  In  the  concept  of  full 
emplcffment  and  In  any^nniber  we  might  use  to.  desigtidte  the  unemployment 
rut^issociated  witHjli|S  employment.  ' 

lifuje  are  gryi^.<flPfftle0  Involved  in  specifying  the  appropriate  minimum 
In  A)yniei]it  ri9l|03ur  should  be  to  produce  the  highest  level  6t 


u^tli^e  ^iMriOfUtt  which  Ifl  sustainable  6ver  th6  longer  run.  What  that 

 .  \^l$,tl^wMb0lM|^^\Ar>time  is  far, easier  to  .specify  when  the  ecohomy  in 

tt}reti^^6]^amig  Ip^'the  ylclnlty  of  full  employment.  Under  those  conditions 
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.one  is  better  sitnated  to  judge  t^e  l)alanee  pr  the  trndeoffs  between "emplov- 
ment,  capacity  and  a  number  of  ot^er  factors  whose' Int^action  is  vital  to 
achieving  and  maintaining  a  higli  employment  stabUlfy.-.Our  policy  should 
focus  on  expanding  economic  activity  as  rapidly  as  feaSlWe- until  we  achieve 
tliat  qualitative  state.  Specifying  an  unemployment number  in  advance^ 
does  not,  in  my  judgment,  add  much  information  to  the  economic  policy 
de^sionmaking  process.  Suppose,  for  example,  today,  we  were  to  choo.se  a 
4  percent  unemployment  rate  goal  but  when  we  got  into  the  vicinity  of  4 
percent  we  found  that 'we  could  in  fact  achieve  and  sustain  an  even  lower, 
unemployment  rate.  Under  these  conditions  we  would  clearly  attempt  to  reach- 
the  low^r  j-ate.-  In  that  instance  the  4  percent  objective  would  not  have 
served  a  particularly  useful  purpose.  On  the  other  hand,  suppose  we  discovered 
significant  prea«?ure  with  respect  to  the  utilization  of  resources  when  we 
reached  5.0  percent,  just  to  choose  a  number.  It  would  bo^clear  at  that  point 

.Vm."?  ^^^^^  ^^^^  ^  ^  percent  unemployment  rtft^  Wtfqld  create  de- 
stabilizing  economic  forces  which  eventually  could  very  well  push'  the  economy 
into  a  recession  and  send  the  unemployment  rate  back  up:  lloifever  if  we 
w-ere  committed  at  that  point  to  achieve  a  4  percent  unemphn^rrtent 'rnte  it 
would  be  i?iore  difficult  to  resist  the  pressures  to  do  so.  It,  therefore,  seems 
far  preferbble  to  strive  to  achieve  the  iiualitative  conditicm  of  full  einploviiient 
as  quickly  as  we  are  able  to  do  so.  Having  a  specific  numerical  objective  in. 
advance  does  not  seem  to  me  to  be  especially  helpful  and  it  might  umke  the  ' 
achievement  of  stable  full  employment  somewhat  more  difficult 

The  approach  Incorporated  in  H.R.  fiO  relics  heavily^  on  the  ahilitv  of  the 
economics  profession  to  plan  or  to  outline  fairly  precisely  the  path' that  must 
he  followed  to  achieve  and  then  maintain  full  employment.  I  find  the  thrust 
or  this  argument  troublesome.  It  presumes  a  detailed  forecasting  capabilitv 
which  18  far  beyond  any  realistic  as^essinejit  of  the  present  or  immediatelv 
forseeahle  capability  of  the  ebonomics  profession.  or  ,immeamceiy 

A  modern  Industrial  economic  system  based  even  partly  on /'market  phe- 
nomena  is  .so  complex  that  any  model  or  statistical  abstractloh,  no  matter 
how  complex.  Is  still  a  gross  oversimplification  of  the  dynamics  6t  the  svstcm. 
Models  can  never  eipect  to  achieve  more  than  very  rough  approximations 
of  the  dynamics  of  the  real  world.  These  approximations  are  most  useful  hut 
they  faU  significantly  short  of  the  analytic  and  forecasting  requireiuents  of 
the  approach  envisioned  in  H.U.  50.  ■  " 

•  Moreover  trj  as  we  might.  It  will  be  difficult  to  separate  political  con- 
siderations from  the  planning  process.  The  Federal  govtfTPnment  wouhl  sanction 
.  certain  growth  paths  for  total  demand  which  would  prertyrtiably  be  con^ 
Hjstent  with  the  unemployment  targets.  This  goal  related  prelection,  however, 
IB  ftlmost  certain  to  go  wrong.  For  clearly,  whatever  cpm^s  Y)ut  of  the 
sfralght-forward  projection  based  on  averago  historical  relationships  will 
.surely  he  considered  Inadequate  by  the  political  process  setting  the  goals. 
InHtead  of  basing  the  targets  on  the  average  expectation  cranked  out  bv  tJie  ' 
analytical  process  there  will  be  a  tendency  to  adopt  -more  optimistic  and,  hv 
definition,  less  .probable  sets  of  projections  as  targets  or  as  standards  of  per- 
formanee.  This  would  place  the  goals  in  the  outer  range,  if  not  at  the  absolute 
extremes,  of  real  growth,  employment  and  inflation  possibilities. 

Coni^uently  as  real  events  unfold,  the  economy  will  have  been  found  to 
have^fftllen  yhort  of  the.  desired  levels  of  productif)n.  employment.  In^-orr.e. 
Inflation,  etc.  This  in  turn  will  mean  that  either  the  goals  will  be  abandoned 
or  the  government  will  Intervene  further  in  the  system  to  correct  the  ^'fault'' 

Implicit  in  H.R.  50»8  sjieclflcatlon  that  the  Federal  government  set  not  only 
economic  goals  but  the  particular  policies  that  will  get  us  there.  Is  the  pre- 
mimpt  on  that  our  theoretical  underpinnings  enable  us  to  construet  and' suc- 
cessfully follow  such  programs.  ♦ 

Tf^lr^./fi'ii'H''  ""IfT  H  ;;nreall8tlc  what  would  H.R.,  50  mean  In  practice? 
If.  the  tletailed  policies  fail  to  achieve  the  specified  goals,  as  a  practical  matter 
public  service  jobs  become  the  means  to  achieve  the  3  percent  unemplovment 
foai.  For  this  reason  I  believe  we.  must  examine  the  Impact  of  expanded  nubile 
service  employment  as  a  means  of  achieving  our  goal  of  full  employment 

On  the  bosis  of  experience  with  moderate  sizci  public  employment  programs 
Jrp'of'^ilLI^  V^^mc  jobs  program  do  no>  :\,i'timately  ' 

m'^^*?         than  any  other  type  of  current  policy,'  whether 
lt;be^  larth^  form  cuts  or  Increased  government  spending  for  other 
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ptirp^oses/  In  facti  the  eVWence  anggests^  thafc  after  two  years  as  mu(*h'  ipis  8*6' 
percent  ot  tbDsiet  puWle  sector  jobs-tlmt-wfere  fur^ded^wpuld  have  Be^n  cteated!**^ 
abyway  through  ongofiig  state  and  local  efforts,  Wh*ati  happens  Is -thut  fstate  ' 
arid  local "^goij^riiijfients  substitute  federal  funds  for  their  own  funds  4s,>tli0yv 
expao^.  The  additional  federal  money  enables  state  aud  ^ocal  goveniraentW. ' 
to  l&wer  taxes  or 'raise  them  le^  than  they  otherwise  would  haye,  In'tiiia  . 
sens^,  a*  good 'deal  of  pnblic  employment  fiends 'indirectly  becomes  a  form*!)^ 
£;eneral  grants  to  state  and  local  governments. 

We  do  not  have  experience  with  the  large  scale  public  employment  projects 
contemplated  In  H.R.  0.0»  Millions  of  jobs  would  have  to  be  funded  under  these 
programsvtn  order  to  reduce  the  unemployment  rate  as  measured  statistically 
to  3  or  4  percent  j  - 

Such  large  scale  public  employment  programs  would  entail  a  major  increase 
In  tlie  number  of  workets  committed  to  relatively  low  productivity  jobs  ii^ythe 
public  sector;  This  would  certainly  slow  tlie  rise  in  overall  productivity  and 
henoe  in  our  standards  of  living.  The  programs  would  not  contribute  to  the 
capital  investment  required  to  creiate  the  productive  jobs  needed  to  regain ^  a 
sustainable  high  eiriployment  economy.  Indeed.Mhe  heavy  *  budget  costs  •  of 
funding  the  programs'  would  likely  interfere  with  capital  investment  &h(^ 
the  badly  needed  •increasos^jn  job  supporting  facilities.  In  short,  we  would  be 
creating  the  types  of  problems  which  confront  other  countries  where  bloated 
pul>lic  sector  employment  has  become  a  serious  lhif)ediment  to  growth, 
progress  and  stability.  This  approach  has  proven  to  be  shortsighted  -^i^d 
counterproductive.  .  v> 

There  , is  no  question  that  extremely  high  uiiemi)loyment  and  the  hardships 
associated  with  it  is  one  of  the  most  serious  problems  currently  confronting 
this  country.  It  is  liaportant  however  in  devising  policies  to  exoioine  the 
nature  of  the  problem  carefully  so  that  the  remedies  ore  applicable  and  do 
not  focus  on  something  other  than  the  real  problems.  There  is,  for  example, 
an  implicit  notion  in  many  \mcniploymei\t  redncing  programs  that  unemploy- 
ment is  a  Stable  and  unchanging  condition  for 'those  who  are  imeniployed.  In 
reality  our/labor  inarkets  are  characterized  by  an  extraordinary  -  amount  of 
churning,  inyolving  entry  and  exit  from  the  labor  force  and  moves  betwocn« 
jobs,  occupations  a*fti-  fjepgraphic  areas.  The  statistics  suggest  thatMmom-- 
ployment  Is  more,;g^neta)tf3^*  of  relatively  short  duration  a-nd  experienced  byj;* 
a  significant  prop6rtl(m!\Qf:•^]le  labor  force. 

There,  were  close 'to- 'S-'inillion  uncjnployed  on  average  every  week  dTiring 
IDTS  and  there  fitf-e  li)ce3}^:t<)  be  perhaps  7  million  this  year.  But  it  is  not  the 
same  people  wh6viijfej[)iit  iif  work  month  after  montl>  for  periods  of  years. 
If  that  were  the<5^sei,vejty:^specific  econoniic  policy  remedies  would  have. to  be 
directed  towards 'lljdt  .p+pMem.  But  the  problem  Is  quite  different.  On  average, 
based  on 'i)ast  exYr^idijafce,  we  can  estimate  that  approximntely  2.'>  million 
different  people  experienced  one  or  more  spells  of  unemployment  In  1975,  nnd 
perhaps  one-third  or  more  of  these  experienced  at  lea^  two  spells.  On  average 
each  spell  of  unemployment  approxljnnted  tw6  months  and  a  large  proportion 
of  the  spells  was  of  very  short  duration— seveni^^Vyeeks.  Thus  the  approVi* 
matoly  400  million  total  weeks  of  unemployment  experienced  by  Our  avefage 
f)3  mUJon  work  totdf  In  1975  was  characterized  by  a  significant  amount  of 
turnoV^  witliin  the  unemployment. rolls. 

Clearly  If  we  are  to  confront  aprw-opriately  the  problem  of  severe  unem- 
ployment It  Is  Important  to  recogniae  it  for"*  what  It  actually  Is.  Public  service 
jobs  are  not  a  scnfeible  solution  for  short  duration  unemployment.  In  fact,  by 
taking  a  worker  out  of  the  labor  miarket  it  may  actually  Inhibit  the  tiornml 
processes  of  job  search  and -productive  reemployment. 

Although  most  unemployment  Is*  characterized  by  high  turnover  and  si)ellfl. 
of -short  duration  some  is  of  a  severe  ai^l  prolongect  nature.  When  an  Indi- 
xldual  who  has  been  specifically  trained  to  find  another  job  that  us'es  tkMe 
SKills,  When  skills  are  not  readily  transferable  there  ,  is  a  structure  pro|Jem 
that  can  be  very  painful  to  "the  worker  caught  In  tl\atJ-.t>i08iiton.  It  Is 
times  said  that  programs  targeted  to.  the  long  term  unemij^d  nAgh^  be  u~ 
eliminate  some  of  this  type  of  uneniployniont.  However,  there  is,  mf,  rt-. 
to  believe  that, public  jobs  can  be  easily  mi^c^ed  to  the 'precise  skill 
these  displace<l  workers.  In  fact,  .a  public  eihployment  job  that  does 
ntlllKO  these  skills  simply  delays  the  ,reaclj[U^tiiient  procitss — t^e  job  trains 
or  relocation  that  must  talce  place  fo^r  the  Wi^rfcer  to  become  produ<?Elve  agai 


432 


Taking  all  of  these  factors  into  account  unemployment  insurance  coupled  with 
job  training  programs,  for  the  long-term  unemployed  would  appear  to  be 
the  most  appropriate  resiwnse  to  our  problem  of  excessive  unemployment  K 
cushions  the  financial  hardships  associated  with  unemployment,  allows  time 
for  job  search,  relocation  and  retraining. 

Our  goal  ^ould  be  to  achieve'the  reestablishment  of  a  stable  economy,  the 
generation  t)f  producUve  job  Opportunities  and  a  rising  standard  of  living. 
Lnder  normal  circumstances  this  problem  is  difficult  enoughi^Thefe  are  some 
compelling  reasons,  however,  for  believing  that  It  may  be  more  than  normally 
difficult  In  the  next  several  years.  The  emplojment  of  oujr.  labor  force  In  pro- 
ductive jobs  In  the  iprlvate  sector  of  the  economy  will/ir'equlre  a  very  large 
increase  In  capital  Investment.  Not  only  must  we  provlfte  the  tools,  the  plant 
and  the  equipment,^  we  must  also  provide  the  inv^tment  required  by  the 
environmental  and  the  safety  legislation  w^lch  Is  alrieUdy  on  the  books  and  by" 
our  energy  objectives.  ;r 

The  studies  of  c?ipltal  requirements  are  not  precise  The  basic  data  on  our  ^ 
present  capital  stock  or  capacity  are  among  thft/Cveakest  of  our  economic  sta- 
tistics. Furthermolre,  a  long  ^erles  of  assumpt^ns  and  qualitative  judgments 
are  required  to  esUmate  future  capital  requirements.  Taking  into  account  our 
employment,  productlvUy^  en^ronmental,  safety  and  our  energy  goals  business 
investment  woum?  have  to  tfVerage  12  percent  of  GNP  from  1975  to  1980  By 
comparison  between  19G5  and  1974  investment  averaged  10.4  percent  of  GNP 
Tills  sounds  like  a  small  change  but  It  actually  would  represent  a  large  shift 
la  the  allocation  of  resources/  Real  ajTP  In  1976  will  be  someMere  In  the 
iieighbprhood  of  $1260  bllUon,  and  one 'percentage  point  would  be  about  $12  bil-- 
lion.  But  that  one  percentage  point  is  equivalent  to  an'lncrease  In  business- . 
Investment  of  about  10  percent  ami  that  would  have  to^'come  on  top  of  ilie" 
normal  cyclical  Ihcrease  ln  investment  which  would  occur  in  any  event.  And  It 
would  have  m  bp  maintained  for  five  years.  Investment  is  unlikely  to  exceed 
10  perceht  of  GNP  in  1975  and  1970  so  that  investment  ratios  well  in  excess  of 
liT^ce^"^  ^^^^^^6  needed  in  the  next  four  years  to  put  the  required  capital. 

Without  tiie  Investment  Required  to  produce  the  jobs  and  the  productivity 
growth  we  will  not  achieve  the  Increasing  standard,  of  living  to  which  we  liave 
become  accustomed.  Indeed,  sliort  of  fundamental  and  Improbable  changes  in 
our  Institutions  or  in  our  patterns  of  behavior.  Inadequate  investment  toul^  ■ 
prev.ent  the  ^attainment  of  hlgh^employment  conditions  and  price -stablUty  even: 
.ir  we  were  ^o  iiccept^the  lower  rates  of  productivity  Increases. 

INIr.  Panifxs.  iVlr.  Greenspan,  I  want  to  thank  you  for  your  com'^ 
prphensiVe  stateinpiit.  If  I  may  direct  your  attention  to  page  3  of  the 
statenacnt,  you  discuss  tlie  importance  of*  criii:)loyment  being  produc- 
tive. Pkase'tell  me  what  your  definition ' is rof  productive  jobs  and 
nonproductive  jobs.       .  ' 

Mr.  Greenspan.  Krst.of  all,  Mr.  Cliairman.  virtually  any  human 
eltort  has  some  productrvcncss  in  it.  An  activity  which  one  can  say 
js  truly  without  any  value  whatsoever  is  very  rare. 

Consequently,  in  that  sense,  the  term  productive  is  a.relative  term, 
wliose  importance  is  partly  in  relation  to  the  issu^  bfithc  Avages 
.  paid.;  At.is  very  important  for  iis  to  recognize  that  w^ges  are  basi- 
xaJly  paid  out  of  product^m 

Wages  are  obviously  a  mechanism  by  which  claims  to  real  goods  are 
transferred..  As  a  conscqui^iicc,  I  think  the  term  should  bo  uSed  in 
relationship  to  the  nominal  wages  paid. 

In  evaluating  our  concepts, of  full  employment,  and  specifically 
the  role  of  public  service  employment  as  jobs^ve  often  disregard  this* 
foncept.  Even  though  all  public  service  jobs  presumably  will  pro- 
duce some  goods  and  services  of  value  there,  is  a  tendency  for  the 
wagcs.paid  to  l)o  far  in  excess  of  the  actual  output  of  those  jobs«  As 
p.  consequence  there  is  a  tendency  to  'fail  to  recognize,  as  I  pointed. 
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out  in  my  staten^hl,  that  the  pro(Juction  6n  real  income  produced  by 
other  people,  largely  in  the  private  sector,  is  being,  transferred  to  the 
public  sector  to  make  up  the  difference. 

^  Perhaps  an  example  would  help  clarify  this  issue.  In  a  sitii^tion 
in  which  half  of  all  of  the  work/force  was  in  very  low  productivity 
public  service  employment  jobs,  and  the  people  were  paid  the  same 
wages  as  in  the  private  sector^  then,  in  effect,  the  people  who  are 
producing  in  the  private  sector  would  be  sharing  half  of  what  they 
turned  out  with  the  people  Mvho  a«:e  working  in  public  service 
employment.  ^ 

So,  the  concept  I -am  trj  i'n^  to  coinm;inicate  is  that  wheix,y?:e  tliink 
of  productive  employment,  it  is  generally  implicit  that  we  really 
riiean  jobs  which  are  producing  close  to  the  national  average  on  oiit- 
put-per-manbour. 

Mr.  Daniels.  Dr.  Greenspan,  today  wo  have  approximately 
300,000  to  320,000  people  employed  under  the  GETA  programs.  Tliat 
is  costing  the  U.Si  Government  apprbxinmtely  $300  million.  lYxJuld 
you  say  these  people  arc  engaged  in  product i vie  employment  ? 
.  Mr.  Greenspan.  I  would  say  that  the  bjilk  of  them  probably  are, 
but  largely  because,  as  I  point  out  earlier,  that  they  are  being  put  in 
employment  slots  that  would  have  been  created  in  any  event  by 
State  and  local  governments.  Because  a  large  part  of  these  job  slots 
would  have,  been  required  in  those  particular  localities,  there  is  a 
Strong  presumption  that  these  joTJs  have^been  sanctioned  as  valuable 
by  the  citizens  in  those  particular  localities.  .  . 

Mr.  DivNiKLS.  If  your  last  statement  is  tr\ie  then*  wliy  does  the 
Labor  Departmient  and  the  administration  object  to  rehirees? 
•Mr.  Greenspan.  The  question  really  amounts  to — r- 

Mr.  DANr>:Ll?.  They  are  doing  productive  work,  then  wh(jt  is  the 
objective  of  rehiring  laid-off  employees 

V  Mr.  Greensrvx.  You  have  to.  distinguish  between  the  purpose  of 
thbt programs  and  their  actual  effect.  The  purpose  of  the  CETA  pro- 
grams has  largely  been,  in  effect,  to. add  to  the  total  jobs  involved, 
and  the.  rehiring  rules  relate  to  that  original  purpose  or  objective. 
Even  though  the  evidence  indicates  that,  for  number  of  reasons 
which  are  quite  technical,  the  jobs  are. being  filled  in  sort  of  the  reg- 
ular slots,  the  purpose  of  the  legislation  was  to  actually  something 
other  than  that.  '     .  \ 

In  Hiat  respect  the  CETA  program  fends  to  turn  out  to  be  a  form 
of  grants  to  State  and  local  governments. 

Mr.  Daniels.  Dr.  Greenspan,  on  page  7  of  ; your  statement,  yoii 
state,  "the  evidence  sugg^ts  that  *dfter  2  years  as  much  as  90  percent 
of  those  public  sector  jobs  that  were  fancied  vfould  have  been  created 
anyway  tJjtrpiigh  ongoing  State  and  local  efforts"— 
_  Hot?  do-  yoia  I'econcile  your  statement  with  the  Department  of 
Labor,'  and  the  HEW  Subcommittee  on  Appropri^itions,  that. the 
percentages  of  those  reemployed  under  CETA  public  service  jobs 
who  are  rehirees  is  only  45  percent? 

That  statement  was  made  on  February  2nd  of  this  year  before  the 
Appropriations  Committee.  '  *. 

Mr.  Greenspan.  There  is  a  difference  between  the  concept  of  rehi- 
rees and  the  issue  which  I  am  discussing  here.  First,  despite  the  very 


stringent  financial  problems  total  employment  in  State  and  local 
governments  m  general  has  continued  to  expand  at  a  fairly  ptrong 
rate— by  about  5  percent  in  1975.  Because  State  and  local  govern- 
ment employment;  riprmally  increases  some  of  that  normal  growth 
tends  to  be  dmnded  by  t^^ 

The  distinction  js  really  not  between  rehiring  those  who  were 
originally  ejnployecl  and  subsequently  li^id  off.  The  important -djisn 
tinction  iSi  between  tliose  who  would  have  been  hired  iiiiSfny,.0vent 
but  financed  throiifeh  local  resources  instead  of  .throughMe  CETA 
pro^amw  ■  ^ 

Mr  Dakitri^  Let  me  refer  to  page  5  of  your  statemenrwhere  you 
say  that  H.R.  5Q.  requires  "detailed  forecastiiig  capability  which' Is  ' 
far.  beyond  any 'realistic  assessment  ,  of  tfo^pi'esent  of  "immediately 
fprese^qf^le  capability  of  t^ie  economics  profession."  l(Vliat  is  the 
alternative  for  establishing  soipe  models  to  follow?  , 

Mr.  ^Greenspan,  MtJ  Chairrtian,  J  think  that  the  economics  .profes- 
sion m  the  last  15  years  has^made  extraordinary  progress  in  refining 
our  techniques  and  our  capabilities. 

,  We  are  now  able  to  do  a  large  number  of  things  in  significant 
detail  and  with  a  greater  degree  of  accuracy  than  ever  l^fore 

But  my  experience  over  the  pa^t  25  years  in  building  very  elabo- • 
rate  and  complex  models  has  made  acutelv  aware  of  both  the 
advantages  and  tlie  limitations  of  our  forecasting  capabilities.  The 
forecasting  capabilities  required  b^  the  standards  specified  in  H:R. 
oO  in  my  opinion  exceed,  by  a  considerable  margin  the  performance 
^  that  we  as  a. profession  are  realistically  capable  of  pro vjding. 

Mr.  Chairman,  I  have  gone  through  these  ?types  of  exercises  for 
^     many  years  m  very  great  detail  and  I  do  not  belieVe  that  we  as  yet  ' 
.     have  the  tools  to  do  the  type  of  detailed  analysis,  the  type  of  accu- 

rate  forecastingthat  is,  infact,.re(juiredbyH;R.50.;,  ..  .  . 

^    v  prefer  that  the  situation  wer^  otherwise.  We  work  very'' 

hardt,  at  improving, our  tools  and  our  techniques  and  I  do  not  wish  tQ_ 
disparage  our  capabilities  because  they  ar6  very"  extensive.  But-tfie 
,  standajds  which  are  being  set'in  this  legislation  are  really  quite 
beyond  what  we  are  capable  of  doing.    •  . 

Mr.  Danifxs.  You  do  not  tJunk  it  can  be  accomplished?   •  / 
Mr.  Greenspan.  I  would  say  at  this  stage,'no.  • 
^  XT.  ■     ^'^^^^^8.  Should  we  not  try  something  new  in  order  to  get 
>     the  economy  moving?  .  • 

.  .   Mr.  Greenspan.  I  think  vo  know  wliat  is  required  to  get  the 
economy  moving.  Even  though  we  cannot  "build  Ijuge  econometric  . 
models  which  will  give  us  exact  technical  forecasts  .of  the  future,  we 
do  have  tools  to  confront  the  very  serious  problems  we  have  today, 

A^^^  important  to  develop  policies  which  confront  the  problems 
which  we  have,  and  which  have  the  highest  degree  of  probability  of 
achieving  the  goals  of  fulj  employment  as  quickly  as  is  feasible  and  " 
m  a  way  which,.when  we  got  tliere,  will  enable  us  to  maintain  tliesc 
conditions.  t*^  '  . 

Mr.  Daniels.  Well,  I  am  siiro  you  must  admit  that  our  economic 
pohcies  have  failed  m  the  past  several  years  when  we  have  had  such  ■ 
»      an  unprecedo^ifed  rate  of  unemployment  in  addition  thereto  an 
unprecedented  rate  of  inflation^ 
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TYhile  there  has  been  sixme  improvement  in  .the  past  8  or  9  itnonths,. 
nonetlieless,  I  think  we'are  moving  too  slowly  and  a  great  deal  more 
can  be  accomplished.         :*  .  ^ 

Mr.  Greenspan.,  I  woiild  certainly  agree  with  you,  Mr.  Ch^linnan. 
The  results  of  economic  policy  orrfff.  the  last  numbers^  of^years  has 
scarcely  produced  results  w|ubh  we  should  look  upon  with  pride. 

Hopefully,  we  have  learned  a  number  of  lessons  from  these  ,!Ospe- 
ricntes  'and  it  is.'precisely  those  lessons  which  we  should  apply  in  the 
period  immediaiStely  ahead.  »         '  , 

I  do  not  tlunk  myself  that=this  country  can  afford  to  go  through 
again  the  extremely  tragic  inflation-recession,  sequence  which  con- 
fronted,u^.l  year' a*j;o.  It'is  terribly  urgent  that  in  our  endeavor  to 
restore  to^a"  state  of  full  employment  and  prosperity  as  quicldy  as 
possible,  that  we  do  not  create  even  woi'se  problems  nt  a  later  date. 
It  is  very  important  that  Jour  polkwes  succeed the  period  imme- 
diately ahead  and  that  we  dp  not  induce  the  type  of  secondary  jponse- 
quencos,  especially  in  regard  to  issue  of  inflation,  which  would  have  a  ^ 
hi;^hly  desta]bilizing  effect  upbil  economic  activity  in  the  next  2years._ 

Mr.  DAN^rius.  Dr.  Greenspan,  you  are  of  the  opinion  that  the 
8-perceut  goal*  of  adult  uitempluyment  will  be  aclrteved  in  4  years 
from  the  date  of  enactment,  assuming  this  legislation  could  be  en-> 
acted,  is  iinattainab)c  or  unrealistic,    v  _     •  ■ 

On  Monday  of  this  ^yeek,  Senator  Hubert  Humphrey,  coauthor  of 
II.Il..r)0,  stated  that  sevit^ral  European  coimtries — ^I^" ranee,  the- United 
y^ingdom,  Germany,  Sweden,  as  well  as  Japan— had  an  average  un- 
etriployment  rate  of  l.S  percent  through  the  years  19G2  to  .1973,  while, 
the  United  States  had  an  average  rate  of  5  percent. 

How -would  you  account  for  this  dispai'ity  between  the  United 
States  and  the  other  industrialized  countries  ?  '    .  -  . 

Mr*  GnEENS^AN..  That,  of  course,  ha^  been  an  issue  .wliich  has  puz- 
zletl  j^(;onomists  over  the  years-  Those  specialists  who  have  attempted  * 
to^evaluato  it  have  concluded— hut  I  must  say  to  you  it  is  by  no 
mba][{§.  a  final  conclusion  at  this  stage--r-that  thejSturnover  or  ^e 
mobility  of  our  labor  force,  is  far  greater  fflian  exists' virtually  any- 
place cls^  in  the  wo  rid. '  \  . 

As  a  consequence,  therfe  is  far  more  chanWing  of  jobs,  or  moving 
arbimd  in  this*  coim'try  with  a  resulting  significantly  greater  amount  . 
of  unemployment  merely  from  these  factors.  Unquestionably  this 
cx])laius  a  good  deal  of  the  differences  beca  ise  we  can  observe  that 
the  incidence  or  the  importance  of  long  tern  unemployment  is  not 
significantly 'different  jn  the  United  States^tjnan  in  most  other  coun- 
tries. From  what  we  can  judge,  the  major  difference  tends  to  be  in 
the  degree  of  shorter  term  unemployment.  This  involves  the  issues  I 
raised  earlier  regarding  the  question  of  spelk  and  tumovfei;  and  the 
like^ 

As  a  number  of  people  have  indicated,  it  is  not  iui  issue,  which  is 
explainable  in  terms  of  differences  with  reject  to  re|pons*and  homo- 
peneity  of  work  force.  If  you  take,  for  example,  such  labor  force 
categories  as  white,  males  20  years  and  older,  you  still  have  higher 
unemployrnent  rates  in  the  United  States  than,  for  example, 'in  the 
Western  European  countries  for  comparable  gioups.  ^ 


w'"^"''  ^      '"*j°^difference  to  the 

i^X^^^^f^""-  Statistically,  to  the  turnover  of  t?ie  lafeforce! 
taat  IS  toji  far  greater  incidence  of  unepiployment 'Ms  xif  rela-- 
tively  short  duration,  some  of  which  are.the  consequence  of  people 
moving,  ]ob  changing,  and  the  like.      '  '  4  peupie 

Mr.  Qote.  Would  the  gentleman jdel^  "  " 

Mr.  Daniels.  Yes. 

^^l'  To  what  extent  h«s  it  dso  been  caused  by  people, from 

tZ~T  ^I'^Pf "  ""^"r^^e  P"^^  °^  the  labor  foL  untn 
l^^rit^lSlr  *^«y  60  to 

•  f^fe';?^'^^^*^-  ."^es, , that  does  explain  par^  of  it.  But  I  still 
is  S^L^im  f  ^.^^^  to  "lake  some  'alYowance  fo&tho  impor-  ' 
/Sn^  f&^'^"*'  example,  that  tEr.  average 

^^l^^'^^^^"^^^  "^  has  been  beneath  thjt  of  the^.tjnited 

'^W^^^Sr^^^  Greenspan,  do  you  have  any  idea  of  iKe'numbeiO 
''^^^^-^  unemployed  15  weeka^i^ more  during lSl?vS^^ 

Mr.  Daniels.  Are  those  figures  available?  ■      .  ' 

aif  Sie  S.W.^'nf^f '  '^.'••""^^^"t'to  emphasize  that  these  num'bfe,^  ' 
Z^^^^t^f^^'^f".  unemployed.as  of  the  ti^e 

mSff  i^L"  somewhat  different,  concept  I  would  like  to  get  to  in'aJ- 
minute,  but  ]ust  to  read  you  some  numbers:  In  1973,  the  totW 
number  of  people  reporting  duration  of  unemployment  in  excess  K 
'-S  mnifon'!'*^  '^^-"''™'*'^^  ^'"'^^'^  totSl  inemploympSrwS^ 

.thJj  i^milfSfn^^™  was'approximately  900,00Q  when  somewhat  mVi 
tnan  5  million  were  unemployed,  and  in  1975  the  figure  rosrfto  an- 

Sn^S^S.  ^""^"^"^^        CilSn'pSSe  weL 

wh^rie  fl'^^/-^''^  *f'^'  ^  difference  between  this  ctoncept, 
which  we  call  duration  of  unemployment  of  those  unemployed  Jit 
any  particular  point  m.  time,  ani  the  number,  of  people  who  have 
spells  of  unemployment  on  an  average  in  excess  of  15  weSl  ■ 

1  do  not  want  to  get  into  the  technical  or  the  analylicarreasons  It 
seems  to  be  a  contrad  ction  but  it  turns  out  that  there  ?s  a  substa" 
tially  sma  ler  proportion  of^tinemployment  in  spek' of  15  S  ir 
mor«  rekive  to  the  average  t'han  there  is  indicated  by  thL  fibres 
ni'hlL"'^^^-f'  ?  "]'ffht  add  th^t  no  matter  how  one  cuts  it  thf real" 
prob  em  ex^ists  m  long-period  •unemployment  and  not  in  the  slioSr 
wr„rn 'v'^''  ^"f  P"blic  policies  should  focus  more  on  the  peo'Se 
wh^o  are^out  of  work  for  protracted  periods  of  time  and  not  on  what  . 

ffon^r^  °^  ^  <=huming  or  tho^rSsi- 

tional  component  of  our  unemployment.  ^  ™ 

•nrSem  \7;<I'nnr'^-*°i^^'"^uS^  unem^ployment  as  sort  of  a  singje 
for  I  hlnl  P™''^"'"-         obpously  a  far  different 

problem  for  a  b  ack  teenager  in  a  ghetto  th^n  it  is  for  somebody 
who  IS  out  of  work  as  part  of  a  particular  transitional  change  -  ^ 
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But  iri  our  statistics  we  treat  tliese  in  the  same  way  even  tliough 
they  are  reiiUy  quite  different  problems  which  obviously  require  dif- 
ferent »o\ulioiis.  ^ 

Mr.  DANIELS.  Thank  you  Dr.  Greenspan,  I  now  recognize  the 
ranking  mmority  member  of  the  subcommittee,  Mr.  Esch  from 
Michigan.  ^j-....V?  .  * 

Mr.  Esch.  Thank  you,  Mr,  Chairman.  I  ar^liesitant  but  I  think  I 
will  go  ahead  and  relate  an  illustration  that  was  told  regarding  one 
of  your  predecessor. 

It  relates,  I  think,  probably  to  tlie' question  of  to  what  degree  you 
and  your  profession  have  the  capability  to  develop  accurate  models 
and  predictability. 

It  is  about  the  man  who  was  the  president  of  a  corporation  and  he 
sent  his  personnel  director  out  to  find  a  handicapped  economist,  one 
with  only  one  ami.  , 

He  sent  him  throughout  the  coujitry  searching  for  a  year  for  a 
o!u^. armed  economist.  At  the  end  of  the  year,  the  personnel  director 
•  n».e  back  and  suggested  that  indeed  he  had  looked  tjiiroughout  the 
latry  and  found  very  well  quahfied  persons,  but  could  not  find 
i>ue  w^th  ia  handicap  of  only  one  arm.  . 

He  asked  him  why  he  demanded  one  with  one  arm,  to  wliich  the 
raan.ropfied: 

WeU.  I  am  just  sick  and  tired  of  the  economists  comJng  Jn  and  telUng  me  on 
tbe  onp  hand  that  *'Thls  going  to  happen,  and  on  the  other  hand,  this  is 
goius  to  happen."  '    ^    .  ^ 

(Lai^hter.) 

Mr.  Esch.  Folfowing  that  type  of  introduction,  the  economists  in 
the  pres^jE^i|ion  that  followed,  I  counted  5  times  in  which  we  sug- 
gested tM^i^j  the  one  hand,  this  was  going  to  happen,  and  on  the 
other  hand,  tKi»  was  going  ta  happen. 

"What  you  are  really  saying  and  the  point  of  that  stor>',  of  course,, 
is  that  what  you  are  really  saying  is  that  in  spite  of  the  capability  ' 
of  your  profession,  currently  you  would  pot  feel  comfortable  having  * 
the  degree  of  control  necessary  to  bring  about  the  .attempt -at  full 
employment  as  required  by  this  act.  Is  that  right? 

Mr.  Greenspan.  Mr,  Esch,  implicit  in  the  requirements  of  the  act 
is  a  statement  of  specific  statistical  goals,  and  a  set  of  policies  which 
will  lead  us  there. 

That  presupposes  that  there  is  a  theoretical  structure  which  says, 
"If  you  do  this,  this  will  happen  and*  if  you  do  this,  that  will 
liappen."  I  need  two  hands  to  do  this, 

(Lau^yhter,) 

Mr,  Greenspan.  We  have  found  orf  too  many  occasions  that  the 
reldtionships  which  we  thought  were  strong  and  inviolate  and  gen- 
eral have  broken  down. 

For  example,  a  very  specific  case  which  I  think  many  of  you  are 
probably  very  \s*ell  nware  of:  We  liave  had  over  the  years  some  very 
reasonably  close  relationships  between  iponey  supply  and  economic 
activity.  On  the  basis  of  those  relationships  it  was  argued  in  the 
early  months  of  1975^  that  unless  money  supply  growth  accelerated 
very  substantially  the  recovery  which  was  just  then  in  its  infant 
stage  would^ abort. 

72-531—76  20  .  ; 
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^ot  only  did  we  not  got  an  acceleration  in  money  supply  but  it 
tui'ns  out  in  retrospect  that  it  actually  stalled  to  lag.  The  economy, 
as  you  well  know,  did  not  fall  into,  a  slump.  On  the  contrary,  it  accel- 
erate^ and  it  is  still  going  rather  strongly.  In  retrospect  our  inter- 
relationships between  money. supply  and  all  of  our  other  economic 
variables  somehow  went  oiff  the  track. 

As  yet  wo  do  not  know  why.  Now  that  happens  to  be  a  very  fun- 
damental relatiousinp  in- the  processes  whicJi  would  be  set  up  by 
II.R.  50.  If  yo'.i  specify  that  the  Federal  Reserve  must  indicate  par- 
^  ticnilar  policies  which  will  get  us  from  here  to  there,  then  thorQ  is  an 
implioation  both  that  there  is  an  interrelationship,  that  we  know  it 
.  in  axlvt^^ee  and  that  it  is  stable  enough  to  base  policy  on. 

Jvt  this  moment,  until  we  can  restnicture  and  understand  what  it 
IS  tliat  went  wrong  and  what  is  going  to  happen  as  a  coiisetiuence  of 
that,  I  am  not  sure,  that  I  could  tell  you  very  far  in  advance  what 
^  tte  appropriate  monetary  policy  would  be  to  achieve  a  specific  goal. 
Mr.  Escn.  Related  to  that,  of  course,  is  a  question  of  control,  and 
wb.at  degree  of  control  are  you  going  to  have,  both  in  terms  of  the 
»Mployment  poHcy  and  in  terms  of  wage/price  structure? 
^  What  YOU  arc  also  suggesting  is  that  you  do  not  liave  the  capabil- 
ity of  determining  centrally  \vhat  controls  are  necessary, 
'^.v  Mr.  Ctrkenspax.  Well,  in  a  general  economic  sense  the  implication 
of  what  controls  are  necessary,,  presupposes  that  we  know  how  they 
would  ^york,  what  their  impacts  would  be,  and  that,  in  fact,  aMt- 
tioilar  program  will  achieve  what  the  Congress  itself  is  saying  ^feSpa 
bejichievec*.  Here  again  we  get  into  an  area  of  gravness'in  our^- 
ctfTual  understandmg  which  makes  it  very  dilHcult  ifc  kiiow  how  you 
get  from  liere  to  there.  '    ^  >  ^ 

^^.^  ^^^M-  R^l^^^^^^  ^o.tJia  question,  to  our  laf 'o<&icept,  in  terms  of 
Cx^F >  and  in  terms  of  busmess  investment,,  some'^f  us  on  that  bill 
l)efore  another  conimittee  feel  that  what  we  ought^o  do  is  to  encour- 
age more  capital  as  a  nieans  of  producing  moref&uployment  in  the 
pnvateisector,  and  thaf;  relating  to  other  Western  >countries  su<^^ests 
that  we  have  loss  predictability  for  the  private' sector  in  terms  ot 
capital  formation  than  any  otlier  one.        '     *  . 

/Would  it  he  an  adequate  or  a  desirable  policy  to  encourage  pre- 
dictability for  capital  formation,  or  more  predictability  in  fhe  field 
ot  capital  formation— for  example,  with  a  permanent  investment  tax 
credit  standing  over  a  period  of  time  to  encourage  capital  formation « 

Mr.  (tUkknspax.  Mr.  E.sch,  we  believe  that  capital  formation  is  a 
necessary  ingredient  to  restore  the  type  of  full  employment  which 
would  be  based  upon  production  jobs  and  the*  type  of  prdsperitv 
whirh  we  want  to  achieve.  . 

The  administration  has  put  forth  a  number  of  proposals  directed 
ai  rhis^proccss.  There  i^  another  latent  element  upon  which  our 
p(>licy  is  based  which  we  may  not  liaye  expressed  in  irrcat  enou<di 
detail.  _  *^ 

One  of  thc  niajor  inhibitors  of  capital  investment  in  this  country- 
and.in  fiict.  abroad,  has  Been  the  degree  of  uncertaintv  and  concern 
about  future,  both  here  and  abroad.  It  is  important  to  remove 
tins  un^^tamty  if  we  can  and  to  thereby  contribute  to  tlve  demand 
tor  capital  goods  and  also  to  the  demand  for  consumer  goods. 
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One  of  the  reasons  why  the  recovery  in  the  recent  months  has  been 
better  tlmn  we  have  projected  is  that  there  has  been  a,n  unexpectedly 
marked  inipi-Oveiuent  in  that  vague  ephemeral  concept  which  we  call 
confidence. 

But  one  important  objective  for  economic  policy  is  to  create  a  situa- 
tion in  which  both  incentives  and  the  state  of  confidence  in  the  fu- 
ture is  adecjuatc  for  private  sector  de<^isionmakiug,  the  private  sector 
where  people  feel  that  Miey  can  Buy,  as  far  as  households  are  con- 
cerned, people  nuist  be  able  to  regard  the  future  with  sufficient  cer- 
tainty to  be  willing  to  buy  homes,  cars,  or  household  goods.  The 
business  sector  in  planning  facilities  which  essentially  convert  liquid 
assets  into  fixed  assets  with  useful  life  of  20  years  and  more  must 
liave  some  sense  or  reason  to  believe  that  the  rules  of  the  gamtt,  so  to 
speak,  will  not  be  rapidly  altered  all  the  time.  Without  some  suchr 
state  of  e:?pectations  one  has  no  sense,  of  wliat  type  of  einiironnieut 
that  plant  wiy  be  producing  or  operating  in  15  orj20  years  out. 

Mr.  Escii.  So,  you  are  su*igesting  not  only  in  tern^s  of  capital  for- 
mation policy,  but  somgtliing  wliicli  I"  liavo  termed  fo^  lack  of  a 
bettt^u^  one,  legislation  of  certainty,  that  public  policy  ought  to  create 
tliat  sjjl^ation  in  which  there  is  legislation  of  certainty,  give  predict- 
nbiiity-i^yej-  to  tlic  consumer  and  to  the  potential  investor. 

^tr/GKKKxsPAX,  I  would  certainly  subscriboto  thait, 

Mr.  Escn.  I  want  to  get  in,  Mr,  Chairman,  if  I  might,  because  I 
think  we  are  at  an  iiif foresting  point — I  have  suggested  somewhat 
facetiously  that  perl  liis  committee  and  all  of  the  congressional 
<'OHiniittees  like  to  tit  d  trips  to  find  out,  and  I  suggest  that  this 
coniinittee,  not  couipn  .  v  facetiously,  ought  to  go  to  that  country  in 
which  tliey  have  a  policy  of  ?ull  employment. 

I  think  mainland  China  might  help  us  as  a  means^of  examining 
the  full  employment  policies  there.  That  brought  up  the  point  that 
yon  emphasized,  and  tha;t  was  the  relationship  to  the  European 
(M)Mntri(^s,  that  ({uestion  of  mobility,  that  they  have  less  mobility  in 
the  Western  countries,  and  the  suggestion  that  if  we  delve  into  the 
problems  inherent  in  ILK.  i)0,  one  of  the  problems  is. how  can  we 
luaiutain  and  encourage  a  forward  mobility  of  our  work  force  if  we 
had  a  large  number  in  a  controlled  employment  situation? 

I  understand  that  you  have' a  very  s(roug "feeling  that  perhaps  one 
of  the  probleujs  of  our  current  eiiiployment  structure,  but  also  one  of 
our  reaJ  sti-eugtbs  in  terms  of  individual  freedom,  is  the  capability 
for  not  only  upward  mobility  but  the  capability  to  uiove  in  and  out 
of  the  iob  market  and  try  to  find  a  more  desirable  ^^y-  So  it  is  two 
sidcnl.  Is  that  right  ?  • 

Mr,  Gnr.KXsrAx.  Yes. 

Mr.  EscH.  Related  to  tlu\t  also  is  the  question  of  the  long-term 
unemployed,  and  I  would  hope  that  this  committee  could  examine 
'that  very  carefully  because  even  though  we  are^at  7,5,  we  have  19 
percent  of  our  young  people  who  are  unemployed  and  who  have  a 
teu'leu<-v  to  be  uneuiployed.  ' 

We  have  b")  to  50  percent  in  the  city  ,  of  Detroit  today,  of  our  . 
young  people,  are  unemployed.  Ts  it  not  possible,  in  terms  of  public 
l)oli('y,  for  tjiis  country  to  reach  out  more  eiTectively  into  that  client 
group  that  iTpresents  ivallv  ahuost  one-third  of  the  7.5  unemployed? 

•  V 
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Is  it  not  possible  to  reach  out  to  that  one  client  group  in  a  more- 
ettectiye  fashion  without  causing  major  economic  disruption  that 
leads  to  inflationary  pressure  in  our  economy?  Why  can^t  Govern- 
ment policy  reach  out  to  that  one  explicit  client  group,  namely,  tlie 
14-to-22-year-old  unemployed,  and  especially  in  terms  of  miioritv 
groups,  where  we  have  1  out  of  5,  £ind  in  minority  groups,  1  out  of  2 
unemployed  ?  my  can't  we  do  something  in  that  area  ? 

Mr  Greenspan-  Mr.  Esch,  it  is  that  type  of  problein  which  we 
should  focus  on.  A  number  of  people  of  course  have  looked  at  this 
problein  m.great  detail.  But,  as  you  know,  some  of  our  procrams  in 
my  view,  are  just  dealing  with  the  symptoms. 

Some  of  the  youth  programs  do,  in  effect,  try  to  absorb  as  best  one 
can,  some  of  this  type  of  unemployment.  However,  some  of  the  prob- 
lem m  the  teenage  area  is  not  wholly  a  labor  market  or  an  economic 
problem. 

There  appear^  to  be  an  educational  question  as  well.  Some  of  this 
unemployment  involves  breaking  down  some  of  our  older 'traditions 
of  moving  from  education  to  apprenticeship,  on  the  job  type  train- 
ing, and  the  gaps  that  invariably  occur  as  people  leave  school  and 
then  go  into  the  ]ob  market. 

,  There  is  too  great  a  discontinuity  in  that  process.' That,  I  believe, 
creates  statistically  a  good  part  of  the  particular  problem 

Mr.  Escii.  Over  the  last  year  I  introd«ced  legislation  that  would 
I"''t  -r"''  employment  program,  funds  coming  out 

of  the  Labor  Department  and  put  back  in  to  ha've  those  voun<- 
,  people  get  back  into  institutional  programs  and  co-op  pi pcrrams  " 

Again,  what  we  face  now  is  tlie  dichotomv.  which  ira- bureau-  • 
cmtic  dichotomy  that  on  the  one  hand  yon  ^  '  vc  vocational  occupa- 
tional education,  and  fhey  are  wards  of  that  system  Until  they  are 
age  16  or  until  they  drop  out. 

Then  suddenly 'they  Ijecome  the  responsibility  of  this  committee 
Aow,  why  can  t  we  have  a  system  in  which  we  brinff  to^rether  the 
manpower  policy  and  the  occupational  education  poJicv,"and  have 
our  country  s  youth  employment  process  involve  counseling,  training, 
so  as  to  bridge  that  gap  wWh  von  are  talking  about.  . 

crnnrf'^Sf  ^f'^'f'';  V^'  ^  ^^P"*  in  this  field,  SO  a 

good  deal  of  what  I  am  communicating  is  that  winch  I  have  heard  . 

f  ion  on  iTf;^    f  '  °{!     ^""'^  P^"''!"'"  •'^^      integrated  feduca- 

t.ou  employment  problem,  as  distinct  from  one  or  the  ofher.  There  is 

proSiem  ^^ov,<^y<^r  one  looks  at  it,  this  is. a  large  pait  of  the 

Second,  as  you  I  am  certain,  are  aware,  a  large  number  of  econo- 
mists, in  fact,  I  have  asked  a  number  of  them,  have  tried  to  find 
means  by  which  some  differentials,  perhaps  in  the  minimum  wai, 
could  be  instituted.  The  evidence  does  suggest  that  there  is  ^ome 
unemployment  created  because  some  teenagers  cannot  earn  the  mini- 
mum wage  and  are  in  that  sense  cannot  compete  effectively  in  the 
Ob  markets.  I  think  the  data  do  show,  that  over.the  yeai-s  as  we  have 
increased  the  minimum  wage  that  there  has  been  a  widenin<r  dif- 
ferential between  teenage  unemployment  and  adult  i.nemplojmient. 
this  area.'  '"'""^  ^^'^^-'Ities  in  implementing  policies  in 
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But  to;  go  back  to  your  original  point,  therij1»JH0  doubt  that  this  "\ 
is  th^  type  of  problem      should  be  focusing  on  in  stna^ijdetail,  but 
recognizing  that  in  the  process  we  must  bring  together  into^^ana- 
lytical  s^)ii:  of  process,  both  the  educational  and  the  emplpj^nSfeQt^^ 
characteristics  of  our  teenage  population.  "'^^'^'^ 

Mr.  EbcH.  In  Michigan,  I  recently  did  a  study  that  shows  that 
tliere  arej  21  laws  or  regulations  that  provide  a  disincentive  for  the 
employed  hiring  a  young  person. 

Perhajbs  we  ought  to  try  to  4Bvelop  policies  that  will  encourage 
the  eippipyer  to  hire  a  young  person,  rather  than  disencourage  them 
irbm  doing  the  same. 

Mr.  Chairman,  I  do  not  want  to  take  any  more  of  the  time.  I 
wantecl  to  understand  clearly  that  you  do  believe  that  it  is  possible,  • 
both  in  terms  of  policy  but  also  in  tenus  ofl  specific  programs  per- 
haps to  reach  out  to  specific  client  groups  more  effectively,  and  per- 
liaps  to  learn  more,  and  without  going  mto  a  total  restructuring  of 
onr  labor  policies.     *  >  ^ 

Mr.  Greenspan.  YeSj  sir.  -  ^ 

Mr.  Daniels.  I  recognize  Mr.  Hawkins,  Gohgressman  from  Cali-  ' 
fornia,  and  the  author  of  H.K.  50.  • 

Mr.  Hawkins.  Thank  you.  Dr.  Greenspan.  I  think  your  statement 
is  41  very  thorough  one.  However,  it  seems  tb  me  that  it  overlooks 
•certain  basic  points. 

First,-on  page  1  of  youf  statement,  you  said  that  H.R.  50  estab- 
lished a  single  numerical  goal  for  full  emplojrment.  Are  you  not 
really  ignoring  some  of  the  provisions  in  the  bill?  For  example,  on 
page  6  of  the  bill,  section  101,  says  that  ,  "it  is  the  purpose,  of  this  ' 
title  to  declare  the  general  policies  of  this  Act  to  provide  an  open  ♦ 
process  under  which  annual  ecqnomic  goals  are  proposed,  reviewed 
find  established,  and  to  provide  for  the  development  of  long  range 
<levelopment,"  and  so  on. 

'Even  more  specifically,  oh  page  9  of  the  bill,  about  midway  of  the 
page,  beginning  on  line  13  of  page  9  it  reads,  "plan" — that  is  a  plan  .  _ 
a^vliich  the  President  annually  will  submit  along  with  his  economic 
report,  "the  plan  shall  propose  in  quantitative  and  qualitative,"  and 
I  emphasize  qualitative,  "qualitative  terriis  for  the  number  of  years 
feasible,  long-term  national  goals  related  to  full  employmei;it,  pro- 
duction, purchasing  power  arid  other  essential  priority  purposes,  and 
the  major  policies  and  programs,  including^  recommendations,  to 
acliieve  such,goals  and  priorities." 

jipi  no  section  of  the  bill  do  we  deal  with  a  single  numerical  goal, 
such  as  you  have  referi-cd  to  on  pKge  1,  except  that  in  connection  . 
with  a  full  employmelit  biJl — this  is  only  one  phase  of  the  bill— a. 
particular  target,  a  target  of  3  percent  is  specified. 

You  are  relating,  it  sepms  to  me,  that  conclusion  not  to  a  careful 
reading  of  the  bill,  but  simply  to  one  section^  the  bill  relating  to 
tl/e  employment  aspect  of  full  employment  and  not  to  the  other 
-common  goals  specified  in  tlie  bill  relating  to  the  production,  pur- 
chasing power,  and  the  handling  of  domestic^^riorities,  r 

Doirt  you  think  that  is  an  absttaction^hich  is  rather  narrow  in 
its  approach  and  docs  not  really  look  at  the  bill  in  its  total  thrust? 
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Mr.  Greexspax.  I  would  defer  to  yon,  Mr.  Hawkins,  in  that.  I 
think  in  fhe  context  of  the  way  you  are  stating  it,  I  would  certainly 
think  that  that,  is  perhaps  raised  in  a  manner  which  implies  that 
that  IS  the  sole  purpose.  Obviously  it  is  not.  • 

Mr.  ILvw^KiNS.  L  would  suggest  that  the  authors  of  the  bill  cer- 
tainly^ do  not  intend  that  to  be  a  single  numerical  goal,  and  just 
leave  it  at  that.  What  yo\i  have  done,  it  seems  to  nre  also,  is  that  you 
have  Ignored  other  sections  Of  the  bill. 

First  of  all^the  bill  does  emphasize  monetary-an^i  fiscal  policies  as 
a  major  thrust.  Then  beginning  on  page  22  of  tlffe  bill,  begin  to  deal 
with  supplemental  programs  and  only  then  as  a  terminal,  or  let's 
say,  a  program  of  last  resort,  do  we  deal  with  the  question  of  public 
employment.  *  .        ^  . 

That,  may  I  emphasize,  js  not  altogether  public  emplovment.  It 
could  bo  employment  tliat  would  be  Seiniprivate  or  certahilv  non- 
profit employment  as  well.  ^  . 

Now,  it  seems  to  me  that  in  tlie  emphasis  you  placed  on  public 
service  employment,  monetary  and  fis(?nl  policies,  domestic,  and  inter- 
national constraints  oit  the  Federal  budg^,  countorcyclioal  employ- 
ment as  an  aid  to  State  and  local  govermrlent^,  and  the  whole  ran<-e 
-of  programs  which  xitfight  include  a  youth  program  ♦  ♦  *  Have  you 
^not  assumed  that  all  of  these  programs  are  therefoi-e  doomed  to  fail- 
ure^ and  that  this  becomes  not  a  polic^y  and  a  planning  bill,  but  that' 
it  becomes  a  public  service  employment  bill  ^  Now,liave  vou  not 
assumed  that  the  private  sector  has  failed,  that  public  policies  have 
failed,  and  that  specific  programs  which  might  deal  with  remrrino- 
problems  have  failed  in  the  manner  in  which  you  deal  with  this  as  S 
public  employment  bill  ?  ^  \ 

Mr.  Greenspan.  Yes,  Mr.  Hawkins,  actually  were  I  to  tomment 
ou  evely  specific  section  of  the  bill,  I  am  iifraid  I  wotfld  b'e  takincr 
far  more  time  than  you  would  \yant  me  to.  i 

But  iirrtN^neral  way,  I  would  say  that  if  you-were  to  tell'  nw  that 
this  p(irticui?y  plan  would  go  into  effect  as  of  now,. and  tha^  4  years 
from  n(Wwd  would  bo  required  to  have  an  overall  unemplovment  := 
^•ate^of  3  p^ceht  as  a  consequence  of  that,  the  probability  thafanv' 
combinqJ:ion  of  the  other  sections  of  the  bill  would  achieve  that  level 
-Vvou Id  be  exceptionally  low.  '  .  '  ' 

I  would  therefore  conclude  that  the  o])erative  provision  to  achieve  . 
the  mandated  goal  then  is  effectively  the  public  service  or  public 
sen-ice  plus  nonprofit  employment  projects. 

So,  in  answer  to  youf  statement  I  would  not  say  that  it  is  a  fail- 
ure of  the  private  sector.  I  would  stipulate  tJiat,  aside  from  .the 
public  servnce  job  categoiy\  this  nolicy  has  a  very  low  probability  of 
achieving  the  goals  of  the  bill.  It  is  a  statistic  we  are  attempting  to 
achieve,  and  in  that  sense,  the  unemployment  rat<c  aS  measured  is 
unlikely  to  be  anywhere  near  the  stipiiiate'd  level  wkhiTii  years  with 
these  particular  provisions,        '  ,    '  ,< 

I  woidd  never  say  anythinir  is  impossible  because 'definitive  sFate- 
nients  in  economic  forecasting  are  far  too  often  incorrect.  But  my 
best  3ud?rment  is  that  the  probability  would  *c  exceptionally  low. 

Mr.  Hawkins.  Are  you  rejecting  completely  the  idea  of  havin<r 
goals  or  targets  towards  which  planning  is  relating? 


Mr.  Greexspax.  Ko,  not  at  all.  As  I  indicated  in  my  openinjr 
remarks,  I  think  it  fjocs  ^vithout  saying  that  we  wish  to  achievo  full 
employment  as  quickly  as  possible  and  in  a,  manner  which  is  sustain- 
able over  the  longer  run. 

Now,  the  question  really  gets  down  to  what  numerical  figure  most, 
appropriately  repieaepts  full  Employment,  and ,  this  has  ^  been  a' 
matter  of  substantial xfcjbate  bnhe  academic  fniternity 

I  do  not  think'ithat  13  a,  pa'i'ticujar)y  useful  piece  of  information.  I 
am  not  sure  what  one  \yoiild' cjb  differently  with  respect  to  policy  if 
one  had,  say,  3  percej>t  as  a  goal  or  3.5  or  4  percent  as  a  goal. 

Now,  obviously,  jf .  the  ^oal  for  ful^empl6ymellt  were,  10  percent, 
clearly  policies  would^be;nith(jr  difftjrent.  But  in  the  area  of,  say.  3 
to  5  percefit  I  dm  not  certain  what  difference  it  would  make  with 
tespect  to  thepolieies  we^inplehlented. 

Mr,  Hawkins.  It  is- not  true"  that  .this  administration  has  made 
projections  reach! i?g  into  198,0;  that  they  have,  in  effect,  set  certain 
specific  targets  whei'eby  they  have  indicated  what  unemployment 
rates  would  prevail  in  any  t)he  particular  year  between  now  and 
1980.  It  seems  to  in^  that  it  is.  only  ill  the"  quality  of  that  projection 
that  we  differ,  tlifit  is^,*  tho^-3  percent  is  no  different  from  a  projection 
of  5  or  5.5  percent  bV  1980.     .  ^    .  ;i 

M^.  GRF.Hxsi*A>f..^'tr.  Itawkius,'  t"Won]d  distinguish  between  a  goal 
and  a  projection,  -The  Btidget  .Control  and  Impoundment  Act  of 
1974  specifies  .that;' the..m^indatea  that  specific  underlying  economic 
'  assmnptions  which' underlie  tjie'four  to  5  year  mandated  budget 
projections  be  made  explicit.  ■ 

Now,  w»  have  specifically  indicated  that  those  nnmbei'S  are  not 
goals  or  oj^jectives.  They' ate  sort,  of  an  average  type  of  projjpctioh 
which  is  made  for  the  purpose  of  assisting  in  the  evaluation  of  tlie 
receipts  and  e:<;penditure  projections  that  appear  in  the  budget  docu- 
ment. " 

We  have  never  specified  a  numerijcal  goal  statist ic  that  we  thoujjht 
desirable- to 'acliieyb-.  The  President  has  said  on  numerou^  occii?i|>ns, 
however,' that  the  objective  is  to. achieve  a.  state  of  fnll  e^mploynicnt. 

He  has  neve;-  ti-ttafhed-a  specific  number  to  it — I  thirik|Bhcauso,  we. 
all  know  ' what  vi:e,  mean  in  a  general  way.  We  want  ^arjfigh  and  a 
sustainable  level  of  einpldyment,  and  an  imeml;>]oymeut  rate  which,  is 
-not  onlylow'bnt  low  in  the  sense  that.it  does  nqtV?ontain  within  it  tlie 
seeds  of  .anew  recession,\aTid  hence,  a  higher  fiiWp  unemployment 
rate.  ■     '    ^       ■  'IB"^ 

Mr.  Hawktns.  Mr.  .Greenspan,  what  do  you  denWlas  a  state  of  full 
employment?.,  ■  ' 
.  Mr.  Greex.«^p.\n.  I  would  say  generall}'  one  in  which  everyone;  who 
wants  to  work  can.  find  a  job.  Now,  t^here  are  diilerence.s  in  provid- 
ing an  exact  definition  because,  there  are  issues  of  frictiorial  uiiem- 
ployment..  ' ■  r  "  ' 

;  It  does  not  necpssaril^  mean  that  one  will  find  fi§Qh  immediately..^ 
And  Tv^h^tfier  one' finds  one  in  l  ^week  or  3  waeks,  for  example,  makes, 
a  very  big  difference  on  the^-ineasrite  of  unemployirient  rate. 

But  I  would  sa;y  quantitatively  that  full  employment  means  that  ^ 
th^^re  are  job  opportunities  being  created  year  after  year  so  that' 
people  who  are.^  coming  into  the  labor  force  find  work  r^dily  in  tliV^ 
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types  of  jobs  in  which  they  have  particular  skills,  and  that  the  econ- 
•ojny  la  not  continuously  disrupted  by  sharp  periodic  rises  in  unem- 
ployment •  . 

>Ir  Hawkins.  What  you  are  saying  is,  with  the  exclusion,  let's 
of  such  a  factor  as  structural  unemployment,  that  the  state  of 
full  employment  which  ybu  speak  about^is  one  in  which  every' 
person  who  is  able  and  willing  to  work  -wflildJie  provided  a  work 
■opportunity.  Is  that  correct?  , 

•  Greenspan  [continuing.]  Would  be  able  to  find  a  particular 
]ob.  Ihe  question  of  provided  presupposes  by  whom,  and  I  am 
saying  that  

•  Hawkins.  Well,  let's  say  would  be  able  to  find.  Let's  say  the 
indi  vidual  is  not  able  to  find  work  ?  Then  what  happens  ? 

^  Mr.  Greenspan.  Then  you  have  achieved  less  than  thfe  goal  you 
had  wished  to  achieve,  Now,  let  me  say  that  it  is  not  easy  to  achieve 
a  qualitative  goal  of  that  sort.  • 

As  we  move  up  toward  a  level  of  fi^l  employment  we  may  find,  that 
certain  imbalahces  begin  to'occur  iiy  the  system,  which  indicate  that 
It  is  going  to  be  very  difficult  to  sustain  tliat  level  of  employment. 
Ihen  you  would  be  confronted  by  a  very  difficult  policy  dilemma 
poinf  °"  "^^^  *°  ^^^^       immediate  goal  easily  at  that 

You  may  be  able  to  meet  it  for  a  very  short  period  of  time,  but 
only  with  policies  which  actually  undercut  the  more  important 
longer  t^rm  full  employment  goal.  Although  we  want  the  unemploy- 
ment rate  at  the  lowest  feasible  level  it  serves  nobody's  purpose^  to 
nave  it  go  down  for  a  short  period  of  time  and  tben  rebound  per- 
haps to  evfin  higher  levels  tlien  when  we  started. 

•  1^°  '!^-iT-v*  ''^r^  *!'*^  concept  of  full  employment  both  in  terms  of 
]ob  availability  for  those  who  wish  to  work,  and  also  as  a  condition 
Which  can  be  acliieved  over  tlie  longer  run  as  well.  - 

JMr  Hawkins.  Quite  apart  from  that,  it  seems  to  me  that  vou 
have  limited  your  definition  by  saying  tliat  full  employment  is  a 
state  in  winch  every  individual  willing  and  able  to  work  would  be 
provided  a  job,  but  along  the  way,  inflation  becomes  a  greater  prob- 
lem and  therefore,  the  goal  that  is  promised  somehow  is  made  sec- 
oiKlary  then  to  what  at  any  particular  time  the  administration  or 
the  (.  ouncil  of  Economic  Advisors  determines  is  the  greater  problem 

^o.  vour  goal</is  meaningless  depending  on  the  discretion  of  the 
Podoral  Reserve  System  and  on  the  Council  of  Economic  Advisors. 

Mr.  (jREEXsPAN.  Mr.  Hawliins,  I  would  not  look  at  it  that  way 
because  I  do  not  think  that  there  are,  in  a  sense,  twin  goals— vou 
Know,  one  of  inflation  and  one  of  employment. 

The  reason  why  inflation  is  a  danger  to  our  system,  in  large  part, 
IS  because  it  causes  gross  instabilities  which  lead  to  further  unem- 
ployment. So,  what  T  am  saying  is  not  that  it  is  inflation  

^Ir.  Hawkins.  Does  it  ever  work  tiie  other  way?  Would  unem- 
ployment ead  to  mflation?  . Now  should  we  deal  with  the  unemploy- 
ment problem  as  a  means  of  avoiding  inflation,  which  the  empirical 
■evidence  over  the  last  2  decades  certainly  suggests? 

Mr.  Greenspan.  It  depends  to  a  Very  substantial  extent,  Mr. 
HilwJcins,  on  what  one  thinks  the  basic  underlying  causes  of  infia- 


tion  are.  The  issue  you  are  raising  i3 
rapid  increases  in  empteyment  and.  p'jj 
unit  labor  costs  and  that  you  >^o*uld 
pressure  on  prices. 

If  that  is  all  that  is  happening,  I^woS  ^ 
gests  that  the  greater  the  rate  of  .groHft|l^^|^^pt^^ 
things  equal,  the  slower  ten4s  to  be  tlije  irly^aee^^  costs, 

However,  I  think  tliat  .inflation  origiiiaj^es  less 'f roftrthat  plienonie- 
^non  per  se  than  from  fiscal  and  monetary  policies  and  tlie  financial 
"side.  Perhaps  this  is  being  a  little  too  simplistip,  but  I  ^YOuld  say 
that  inflation  largely  occurs  when  the  growth  in  the  money  supply 
consistently  exceeds  tlie  growth  in  productive  capacity. 

In  a  sense,  it  really  is  more  ftioney  chasing  fewer  goods.  "While 
that  .would  scarcely  be  a  description  of  the  inflation  proce^  iji  the 
short  run  I  think  that  over  the  longer  run  that  ig,  jn  fact,  tlie  way  it^ 
works  oirf.  '  *  ^ 

So  that  the  i*ea,l  i55sue  involves  imprudent  fiscal  and'monetary  poH- 
cie€,  eventually  leading  to  the  type  of  inflationary  instabilities 'which 
are  a  grave  threat  to  the  maintenance  of  'full  employment.  T  wrfuld 
never  specify  that  there  are  joint  goals  or  tradeoffs  because  I  do  not 
think  that  is  an  appropriate  way  of  looking  at  it.  I  think  our  basic 
goal  is  the  maintenance  of  high  prosperity,  high  employment,  high 
standards  of  living,  all  internally  consistent  concepts. 

What  we  are  against  are  tho.se  elements  in  the  economy  which 
threaten  to  undercut  these  objectives.  These' are  occasions  when  our 
policies  will  do  that  but  this  does  not  mean  that,  the  ^oal  af  full 
employment  is  secondary,  or  something  which  can  be  discarded.  On 
the  coi|frary,  what  we  arc  in  fact  saying  is  that  those  policies 
actually  will  contribute  to  a  deterioration  of  our  capacity  of  achiev- 
ing full  employ  ntent. 

Mr.  Haavkins.  Dr.  Greenspan,  I  conclude  from. what  you  have^said 
that  what  we  need  is  a  coordination  of  policies  :  not  policies  tl,int  j^re 
in  sharp  contrast  to  each  other.  Our  ecbnomic  policies  today  along 
with  manpower  "policies,  housing  policies,  and  so  forth,  need  the  type 
Cff  coordination  which  is  required  in  "ILR.,  50.  and  that  these  policies 
clinnot  be  treated  in  isolation,  and  that  there  is  notva  single  evil  of  . 
inflation,  a  single  evil  of  unemployment,  but  that  these  can  somehow 
be  integrated.^  *  ^  ■ 

I  would  think  that  a  careful  reading  of  IT."R.  50  would  suggest 
that  is  exactly  what  'we  propose,  as  opposed  to  current  policies 
which  have  been  in. operation,  lets  say.  specificiilly  since  10G9,  these 
uncoordinated  policies  have  mismanaged  thet^lnomy  and  have  pro- 
duced at  least  two  distinct  recessions,  which^have  brought  on  the 
greatest  inflation  since  the  Civil  War  and'the'  greatest  amount  of 
unemployment  since  rtie  Great  Depro^sion,  becaitse^  they  were 
uncoordinated  as  opposed  to  the  coordtilation  of  these  policies  in 
lI.R.  50.         ,  .     .  '       .  .  \ 

Now,  I  fail  to  see  the  distinction  that  you -are  making  in  d^ifenso 
ot  current  policies^  You  admit  those  policies  have'batlly  mismanaged 
the  economy,  as  opposed  to  the  iniproveraents  that  we  suggest  of 
bringing  these  policies  together  in  soihe  type  of  coordination. 

I  do  not  see  how  you  can  defend  the  current  p(^icies  and  the  con- 
tinuation of  then)  when  you  say  ' that  vwe  ha^re,  learned  somethings 
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fV^r  Vff '  •^''If '"'^^  \  "^Vhat  do  wo„.|it.end  to  do  in  the  ycars-ahead 
tnat  IS  (tittercnt  from  wliat  yojl  have  bcoir  doing  since  1969  ?  ' 
_  Ion  admit  tliat  we  cannot  afford  another  recession,  which  I  think 
IS  something  which  all  of  ns  arc  dealing  with  today.  That  is  the 
reason -we  are  talking  abont  H.ir,:;(50.  Now,\what  is  it  thdt  you 
intend  to  do  m  the  future  that  you  have  failed  1o  do  since  1969 »  ' 
Mr.  (iKEEXsPAX.  First  of  all,  Mr.  Hawkins,  Ibt  me  expaiid  1- 

•.     AT  ■  li''^'^'^''''-  I  say  "yon,"  I  am  saying.it  in  a  broad  sense. 

.Mv.  (iKFj;N-apAN.  T^t  rtie  first  expand  the  time  frame  in  the  sense 
tliat  i  flunk  that  the  policy  successes  going  well. back  into  the  1960's 
and.  betnre.have  boon  iew.  Policies' have  been  poor  going  well  back 

,  before  then  So  J  jjould  scarcely  start  in  1969.  The  issue  in  my  view  is 
not  the  fail-urefto  coordinate  or  to  integrate.  ' 

.      Thoro^areV^.iy;|u^ai^^^  institutional  arrangements  and  ad  hoc" 
■f^'=itinnshipstettf'<?n.A^^^      Government  which  e%tively  attempt 
to  cnordjnatc  *-rt.at  n,fml«>rs  of  policies.  I  do  not  thf  k  that  ofie  can 
sav  Hint  the  problems  that  we  haVe  had  are  largely  tjie  consequence  of ' 
lacivot  coordination.  , 

_^In  niiiny  instances  the  policies  we  implemented  were  lust  won*'. 
.  t.oordiiu^f ion  would  not  hav.e  made  aiiv  difFerence.  When  vou  are 
wrong  coordinated  policies  are  just  as  bad,  if  not  worse  than  mis- 
taken l)nt  uncoordinated.  .  '  • 

loin  ^'^"Ar  ^'ir  ^^V«'",l^^.Yorse.  One  of  "the  things  we  have 

learned,  Mr.  Hawkins,  is  that  the  freneric  policy  swings  of  recent 
years  liaye  contributed  to  a  s..ibstantial  increase  in  deoroe  of  uncer- 
taintv^AviMi  respect  to  governmental  policies,  as  Mr.  Esch  quite  cor- 
rectly pointed  out.  .  =.       .      1  I 

T  think  that  an  important  goal  of  ecouomiq  policv  should  be  to 
attempt  to  focus  policies  in  a  longer  term  context.  ■Unfortunatelv 
thetv.  has  been  a -far  too  prevalent  tendencv  in  tlie  pasf  decade  of 
ZI  !^'av"  J;'""^^'^"'«  "P^l  short-tem  crises  with  short-term  sohitions. 
ln\ariabl>.  .  the.se  policies  have  led  to  undesirable  .secondary  conse- 
.quenres  wliieh  we  a^^ain  proceeded  to  deal  with  particular  short-term  :. 
poiicie.s.  ^ 

_  Xow  I  would  certainly  applaud  any  attempt  to  rationalise  or  to' 
integrate  our  policies  in  a  longer  term  context.  Our  budgetary  poli- 
■  for  exarnple.  must  be' placed  in  a  long-term  context  . 
There  is  no  question  that  goVernniental  policy  must  focus  in  the 
longer  term  context  so  that  we  know  where  we  are  attempting  to  go. 
riyX  ^vell  clisagree  with  the  numerical  goals,  obviously  o^e 

mu.st  have  a  goal. My  argument  is  largely  that  goals  must  be  defined 
in  a  way  which  are  opea;atioiially  useful.  Xot  only  must  we  specify 
the  type  of  economif  pfoHcies  which  are  acceptable  Init  more  impor- 
tantly, we  mnst  r^cogi^ize  the  limits  of  our  knowledge— where  t  is 
usefuhand  where  it  is  not.     '      .    .  , 

While!  ,1  could  very  easily  subscribe  to  many  of  the  goals  and  bo] i-  * 
cies  you  are  specifying,  the  attempt  to  refine  the  degree  of  sneciftc  ' 
po  icymaking  associated         specific  goals  in  my  view  presents  us 
wifh  a  mandate  for  which  thetools.are  inadequate.     '  ^ 

Mr.  H.vwKTXs.  I  have  iust/one  final  question  which  toAcerns  the 
youth  unemployment  problent  which  you  have  addressed,  I  think,  in 
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<!oordinatecl  oi:  integrated  witli  other  policiej^  and  with  unemploy- 
ment in  general?  Woul4  you  sAy  that  youth  unemployment  is,  for 
example,  related  to  unemployment  in  general,  ?ind  that  youth  unem- 
ployment, due  to  the  unemployment — may  be  related  to  the  unem- 
ployment of  the  head  of  the  family,  for  example.  Would  you  say 
tliere  is  a  relationsliip' between- education  and  the  dropping  from 
\^  sehool  of  a  million  or  so  teenagers  every  year?  ... 

Do  you  feel  that  dealing  with  this  unemployment  in^^3kttion  .is 
not  really  the  answer  to  the  problem,  of  uneniployment,  'l2jp|that.:i  is 
muoh  larger  than  that.  ^  ' 

Certainly  tlife  problem  of  unemployment  must  be  rekteti  tx^^jlone^ , 
tary  tnul  fiscal  policies  and  with'  a  lot,  of  other  problem^  as^'well. 
Whil^  we  tuay  certainly  support,  and  I  think  all  of  us  d»  9\lp^^oit 
the  idea  that  such  programs  should,  somehow  be  related  <^ 'overall  • 
^•economic  policy  and  objectives- rather  tlujn  treated  in  isolatijir^Iii 
fact^  Mr.  Meeds  has  a  very  excellent  bill  which  we  are  goii^lPfcbe 
t'onsidoring  in  the  near  future.        \"    '  :  ^  .  '  ■ 

-  ^  .  3[r,  GrekxsbiVX.  T  would  certainly,  agree  w^th  that. 
Mr.  HAWivixs-.Tliankyou  very  nnich.     \  i 

Mr.  Daxiels.  I  recognize  the  gentleman^  fron), -Minnesota,  the 
•    ranking  minority  member  of  the  cOnunittee,  Mr.  Quie. 
Mr.  (^I'TK.  Thank  you. 
\'    Yesterday.  Mr.  Greenspan,  some  environmentalists  and  representa- 
tives of  railroads  came  into  see  me  about  Lock  ancLDam  2f6.  One  of 
the  things  that  struck- me  is  that  they  ul'gcd,  that  an  environmental 
ipipact  study  be  conducted.  ; 

Th(\v  said  it  woiild  take  t^^o  years  to. do  the  studies.  I  told  thejn:. 
''Well,  three  Jtnd  a  half  years  seems  an  awful  long  time  to  study  the 
fjuf^stion  of  whether  we  should  replace  Lock  and- Dam  on* the  Mis- 
sissippi River. ^  ^  ' 
'  They  said  :  "Xo,  with  tlic  complexity  of.  tlie  problem,  it  woufd 
tnke  that  romr.''  Xow  it  seems  to*  me  that  Lock  and  Dam  26  is  ^lot 
simpler  t hair  the  whole  natioiuil  ^economy  and- the  Federal  Govern- 
ment's relation  to  it. 

T  know  you  have  30  days  to  come  up  with  your  plan  and  the  Gov- 
ernors have  OO'days  to  have  all  of  the  citis^ens  come  in  and  give  their 
views  and  give  a  reconnnendation  back,  and  the  Federal  Eeserve 
Board  has  15  days  after  they  get  that  j^lan. 

I  "know  your  couuuents  to  the  effect  that  the  state  of  the  art  is  not 
^  siifFicient,  but  you  w^ent  ahead  and  tried  anyway,  just  as  the  state  of 
the  nil:  is  not  sufficient  in  environmental  impact  studies  either. 

How  long  do  you,  thiiik  it  would  take  to  conduct  that  study  so 
that  it  would  be  a 'credible  work  so  the  Fedei-al  Government  could 
put  its  name  behind?  '  .^^^  * 

Mr.  (Jrkex.spax.  Mr.  Quie,  as  you  know,^^haye  very, significant- 
computer  capabilities.  I  do  not  think  the  problem,  strangely »^nough, 
is  the  time  frame  involved.  Tha|;  does  not  mean  that  ^cyen'one  will 
*  not  be  burning  the  midnight  oil  if'this  legislation  is  en  act 

If  I  seriously  believed  that  extending  the  time  frame  would  make 
i  a  major  difference  in  the  analytical,  capability  that  certainly  would 
be  something  we  would  W'ant  to  look  at. 
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Obfaously  it  is  a  very  sliort  period  of  time,  but  the  problem  is  not 
*^^?^an^ount  of  tame  because  one  can  clearly  g^ar  up  for  the  process. 
/  "^fjor  problem  is  ^  with  our  capacity  to  come  out  with  a 

sutticient^ly  accurate  product  to  address  the  problem,  whatever  the 
tmie  frame^,       "      ,  *•  . 

Mr.  QtJiEvSo  you  think  wiflvin  90  days  you  could  put  together  as 
accurate  a  ]ob  as  you  could  ip-6;inontlis  ?  - 

Mr.  GitEENSPAX.  No;  in  6  months  the  job  would  t?e  better,  but  the 
additional  period  is  not  going  to  make  that  much  difference 
Mr/.QrrrB,  OK,  .  .v  ;  ,  .  . 

Let  me  also  ask,  in  'fecltion  107  voji  spoke  to  the  entire  ififlation  * 
policy,  and  then  item        7,  subparagraph  Np.  7,  you  make  recom- 
mendations for  adminrgtrative  and  legislative  fictions  for  reasonable 
PfiowdeVelopments,      •  - 
'/  I  notice  there;  i.s  not  anything  on ^wage^stability  in  there  althoudu 
.  there  is  encoura^^ement  to  labor  and  management' to  inorfease  prodnc-- 
^"^^'^h  ^  expcQt  that  may  be  indiixictlv  related  in  "some  way  tliere 
i>o  yon  think  that  there  is  anythijig  vou  need  that  woiilcl  not  Ife 
«^given  von  to  use  if  vou  are  going  to  get  into  this  to  brine:  about  r 
anti-inflationary  policies?  ,  .  •     •  " 

fi.Do  voa  think  there  is  any  shortcoming  in  the  legislation  not 
giving  you  the  opportunity  to  work  out  policies?  .  • 

Mr.  Grkexspax.  You  are  leferiug  to  various  wage  restraint  and 
incomes  policies?  .  .  . 

Mr,  QuiE.  Yes. 

Mr  GreekspaV.  Our.  experience  with  tliese  tvpe  of  policies  in  • 
actually  doing  what  they  are  supposed'to  do  has  "not  been  verv  sue- 
ce.S3ful  as  you  know.  Tins  has  certainly  been  true  not  only  with  tlie 
*  S\     ^^^^^^  '^"^  ^^"'^^^  '^^'^^^      ^^^^  ^^orld  in  Which  it -has  been 

So  that  even  wore  those  policies  i^icluded  within  the  bod.v  of  this 
legislation,  I  would  still  stand  with  mv  original  statement  with  • 
ro-spect  to  the  in  feasibility  of  achieving  the  particular  goal  in  the 
period  required,  short  of 'a  massive  public  service  employment  rfo- 
gram.  ^  .  » 

Mr.  QUTE.  OK.  ^  ^  . 

^One  thing  tlwit  strikes  mr^bput  the  legislation  is  that  some  ot  Wcr 
studies,  it  seems  to  me,  ai-e'^c?iies  that  the  Congress  could  conduct 
l^or  instance,  on  the  question  of  youfh  emplojTnent,  one  of  the  prob- 
lems IS  that  the  policies  that  the  legislative  body  1ms  set— it  seems  to 
me  we  can  hire  as  good  economi.sts  as  vou  coulii  dawn  at  the  execu-  ' 
tive  branch.  What  is  your  feeling  on  that?  Is  there  somethin*'' 
unique  about  the  executive  bi-anch  that  makes  you  more  capable  of 
donig  this  than  the  legislative  branch  hiring? 

Mr.  G^iee:?spax.  Nothing  that  I  know  of^Mr,  Quie. 

Mr.  Quie.  OK. 

Thank  you.  " 
:  I^AXuxs.  I  now  recogniJre  the  gentleman  from  the  State  of 

Washington  Cmigressinan.Meed.s.  ' 

^  Mr.  Meeds,  mnk  you  very  much,  Mr,  Chairman,  I  apologize  Dr.  / 
(jrreenspan  for  no)/  beingji^re  to  hear  your  initial  presentation,  but  I- 
J^vf|^uu^^  to  get  through  your  testimony  verj-  h^r- 
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I  certainly  ftgi-ee  with  the  statenieiit  wliiciryou  made,  "One  must 
have  a  goal  otherwise  you  (lo  not ^  know  \yhere  you  are  going."  That 
is  a  direct  q\iot^.  I  agree  with  that.  A        ;  •  .  * 

Under  this  bill,  we  set  a. goal  of.  i*eaching  3  percent  unemployment 
over -a  4  year- period,  which  really  amounts  to.  a  5  year  perio^d- 
because  oi"t ho  tune  of  passage  o:^.tJie  act,  and  such  things  as  tKti ' 
which  brings  us  into  .probably  1981. V,  '  *    .  ' 

AVe  set  that  as  a  goal.  What  is  tHe  goal  of  this  administration  <for 
uii^ployment  figures  by^  1980  or  198rr  ;  '  . 

Mr.  Greenspan.  Mr.  ileeds,  the  administration  j«cdnta- to  get  .the 
unemployment  rate  down.as  quickly  as  is  feasible, 'to  as  low  a  level 
as  can  be  sustained  over  the  longer  run.* 

Now,  the  reasons  1  put  it  in  those  terms  is- that  I  do  not  knoV 
how  to  convert  that  statement  to  a  number.  As  I  indicated^  earlier, 
the.do.terminliLnts  of  the  level  of  unemployment  ?ind  its  full,-felTects  on 
how  the  economy  is  fui>c,tioning  generally,  i:eally  requires  that  you 
be  closor  to'tliat  level  in  order  to  see  what-isJiappening.  If  you  ask 
ine  rigl\t  now  to  define  what  the  ^conomy -In  all  its  key  respects 
wouldvlook  like  sometime  in  the  future, 'at  percent, or'S  , percent 
unemploy^nent-or  whatever,^!  jvould  be  hard  pressed  to  give  you- a 

•  fnllyr. detailed  analysis.  Our  capability  to  evaluate  thoz-'full  cojise- 
N^'quenccG  of,  let's  say,  a  4  percent  unemployment  rate  will  be  ipuch 
^'-^'jzreater  when  we  are  at  "5^^  percent  than  it  is  from  where  w^^  are 

today. 

Beginning  from  ^'herc  are  are  todiiy  I  do,  not  know^  and  I  do  not 
^    know  any6ne  who  could  give  us  a  sound  view  of  Vhere  we^will  begi|^ 
to  run  into  a  situation  wliere  it        be  difficult  to  sustaih^tli6  unem- 

*  ployment  rate.  •  .  - 
'   ,   It  Is  not  necessary  to  know  that,  answer  at  the  moment  because  we 

do  know  the  tj'pes  of  procedures  and.  policies  which  wijl  move  us  as 
rapidly  as  we  can  in  that  direction.  f 
Mr.  Meeds. -li  yoif  will  pardon  me  for  interrupting,,  it  seems  to 
nie  that  what  you  are  saying  is  that  we  let  things  nappen  to  us' 
rather  than  'doing  things,  and  then  if  the  things  that  happen  to  us 
work'Oiit  all  right,  theait  is  OK.  1   *        '  '  ^ 

.  But  if  they  do  not,  sometKing  is  wrong.  This  us  what  ^I  thought, 
why  I  was  in  so  much  agreement  with  you,  that- otherwise  you  do 
not  know  where  we  are.  jroing. 

I  really  hate  to  ask  ^ou  to  oversimplify,  I  know  these  things  are  ' 
very  .complex,  but  maybe  we  should  start  frqm  here  :     the  present 
unemployment  rate  under  the  conditions  w^$Lre  now  facing,  satisfac- 
tory?     *•  ^        /■  -  -s* 

Mr.  Greenspan.  I  woiild  say  no  unemployments  rat^^s  satisfactory 
if  we  could  find  a  stable  level  of  unemployment  which  is  less  than 
that.  ^ 

<  Mr'.  !Meeds.  Do  you  feel  that  5  percent  is  a  stable  unieniployment 
rate  that  we  can  find  j^nd  achieve  on  a  stable  basis?       .  / 

Mr.  GuEENSPAN.  I  certainly  hoj)e  not.  I  certainly  ^ope  we  can  go 
lower  than  that.  "  _        '     ^  .  •♦''c  ;   ■      V  ■ '  *  • 

Mr.  Meeds.. I^Q, your  goal  would  b^^elow  ,  > 

Mr.  Greenst^an*^  No,  my  goal  at-this  point  wouldi.bG  to  move  as 
^jiiickly  as  we  can  towards  that  areR;'va^d.,at  this  poirtt  I  do  not  know 
wh^re  one  stops.  We  will  continue  uijj^il  we  see^^ery  clear  signs^.that 
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we^  are  getting  to  areas  where  it  i?  unstable.  Wliere  that  is,  we  do 
not  need  to  know  at  this  moment.  "  ' 

•  In  other  words,  wlien  we' are  driving  to  a  city  120  miles  away  and 
we  haver  a  street  address,  wo  do  not  reallv  have  to  kijow  where  that 
street  is  until  |#e  are  close  to  the  city.  That  does  not  mean  we  do  not 
Joiow  wire^  ■«»  are  going. 

Mr;  Meeds,  I  was  going  to  say  we  should  not  oversimplify  what 
you  just  did.        ■  .  .  ;  . 

Mr.  GREfeNSP.\N.  I  am  sorry  aboii|;.  that.  " 

Mr.  Meeds.  What  I  am  really  trying  to  get  at  is  that  it  seenjs  to 
me  that  if  you  have  a  goal,  it  cannot  simply  be  described  as  doin<r 
.  the  best  wg  can.  •  ■  •  ^ 

•  That  is  what  yott  are  telling«me,  doing  thihest  we  can. 'There  is 
simply  no, way  to  say  whether  you  are  successful  .or  whetlier  vou 
*  failed  under  those  eiicumstances.  *  •   '  ' 

■^Mr.  Gkeenspax.  No,  I  think  there  is,' Mr.  Meteds.  Wlien  you  t"alk 
about  goals,  you  have  to  break  tliejn  dbwn  into  subgoals.  Our  geiierhl- 
been  Su^ing  I  employment,  fn  the  gene-ral  wa^  we  hivve 

Policies  right  now  are  ii^.ti  cejjtain  sense  subgcials;  We  are  so  far 
a\vay  from  where  we  want  to  be  that  our  policies  would  not  bo  dif- 
ferent right  now,  if  our  unemployment  goal  were  3  or  5  percent.  In 
that  sense  the  policy  actions  we  would  implement  toduv  inT-.  inde- 
pendent of  where  that  goal  ia,  provided  it  is  somowliefe  under  5  per- 
cent. '    .  t        '  '       A  -  '  •  ' 

Mr.  Meeos.  JM  me- usk  you  this  then :  recojmiziiig  the  disfiiu'tion 
which  you  made. between  goals  and  projecjions,  which  I, also  a-rce 
with— I  think  there  is  a  distinction— w^had  then  indications  of 
projection  from  yourself  aitd  others  in  the  administra^on,  thnr  lui- 
.  employniont  in  this  country  might  weU  not  be  below  7  percent  hi  this 
decadc-Do  jt)ir recall  that?.  .  -  ' 

Mr.  Grb;eN!5pax.  Certainly  notjoji  us,  sir  •  • 

M.%»s.  We  had  some  projections  rtbout     Mnnilis  utro  as  I 
•recall  that  indicate  tlmt' we  mjght  not,,that.-we  might  well  not  reach  . 
unemployment  levels  below  7  }5{!rc(<!it.  ; 

Mr.^MEEi)s,^Would  yon  say  that  would  be  an  unrealistic  prbiec- 
tion,  if  that  IS  the  case?  ..  , 

Mr.  Gkeenspan.  I  would  certainly  say  it  would  be  a  situation 
which  would  he  clearly  unde.sirable.  Would*I  also'  say  it  i«.  an 
unrealistic  projection  ?  .  V       .,  J 

Mr.  Meeds.  Yes.  ^     •  . 

'  Mr.  GiuiExsPAX.  I  would  certainly  say  it  is  an  unrealistic  m-oiec- 
tion.  .      *  - 

Mr.  Meeds.  It  is  unrealistic  pursuing  the  present  economic  policies" 

per^eit  iSa98oV°"      P'""^""'g      support  that  we  will  be  under  6  , 

Mr.  GnEExsPAN.  I  woiild, certainly  say  that  a  forecast  of  a  rate  of 
.unemployment  of  under  5  percent  is  a  highly  probiible  forecast.  . 

Mr.  ^lEEBs".  Ihen,  is  it  unrealistic  to  say  tliitt  we  might  well'  be- 
under  5  percent?  V2>  .  • 
■  Mr.  GiiEEX.sPAx.  By  when  ?                                  ;''>;'.V^):    -  V 

Mr.  ]\Ieei>s.  In  lOSO,  pursuing  the  present  econoraic  pbyciesi         .  '"' 
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Mr,  GirEKXSPAX,  The  implication,  liowover,  M^eds,  is  that  tho 
key  determinant,  if  not  the  totnl  detenninaat,  of  .what  this  iincrn- 
ploynieat  rate  would  be  are  our  economic  i)olicies.  I  .think  that  we' 
must  recon:nize  

Mr:  Mekds,  What  I  said  was,  assuniii)*]^  that  We  are  pursuing]:  the 
same  economic  policies.  I  hope  that  we  are  not|t  but  ii^isumi^ig  that 
we  are,  ^.  \^     '  • 

Mr,  Gkeenspan,  But,  you  see,  there  are  other'  thinf^  involved 
which  ai-e  in  many  respe<;ts  far  more  important.  What  type  of  world 
,  ocononiic  environment  are  we  functioninii:  in?  What  are  the  charac- 
teristics of  what  is  goiug  on  in  the  private  sector  and  a  number  of 
other  things. 

We  have  a  tendency  to  think  that  it  is  govenimeutal  economi9 
policy  which'creates  the  {Projection.  It  is  only  a  I'elatively  suiall  part 
of  it,  so  that  I  would  not  by  any  means  say  that,  if  we  were  to 
follow  the  same  policies,  wluitever  they  were  defined  to  be,  we,  there- 
fore, will  say  s6iiietliiug  about  what  the  projection  would  be. 

I  would  need  farmore  detail  thiui  that  to  meet  the  samc—;^ 

Mr.  Meeds,  These  same  thiug.s,  ami  these  .same  assumptions  went 
into  the  question  before  that,  at  G  uerl'cut,did  they  not  ^ 

ilr,  (iKKENSi'.vN,  Yes.  .  ' 

Mr,  Meeos,  And  you  did  not  appei^r  to  hesitate  to  answer  that  you 
thougjit  that  vas  iinreaJistic  ?  •       ^      "  _ 

Mn  GREEXsrAX,  The  reason  I  did  not  

Mr,  Meeds,  Why  do  we  reach  this  resi.stancc  Letw^een  5  and  6  per- 
cent? ^ 

Mr,  Gteenspax,  Xo,  it  is  not  that  it  is  resistance  between  5  and  6 
percent.  It  is  that  Von  would  liave  to  have  an  extremely  pessimistic 
l)oint  of  view  with  respect  to  a  uumber  of  outcomes  outside  of  Gov- 
ernment policy  area  to. get  a  figure  above' G  percent,  I  think  it  is  a 
low  probability, 

Mr, -ilEEDs,  That  same  set  of  factore  does  not  exist  with  regard  to 
between  5  and  G  percent  ?  ^ 

Mr.  (iREENSPAN.  It^exists,  in  the  same  sen.se,  but  the  probability  is 
diirerent.  My  best  estimate  now,  if  you  want  a  projection,  is  that  we 
will  be  well  under  6  percent.  We  may  even  be  under  5  percent  in 
1080,  but  that  date  is  suflicjently  far  aliead  so  that  the  forecast  is 
subject  to  a  substantial  degree  of  imcertainty.  The  uncertainties  also 
increase  as  we  uiove  that  level  of  i1iu'mi)loymeut  rate  down, 

Mr.  Meeus,  So,  we  mi^ht  well  be  talking  about  a  difference 
between  the  goals  of  this  bill  and  your  projections  of  perhaps  2  per- 
cent unemployment.  Is  that  correct  ? 

Mr,  Gke  ENsi'AN,  I  would  not  want  to  specify  a  number  at  this 
stage,  because  I  could  not  hoiu'Stly  tell  you  where  the  dill'erence»  are. 
If  you  ask  me  what  is  the  i)robability  that  we  AviH.be  at  2  percent 
total  unemployment  in  1980, 1  would  .say  that  the  probability  of  that 
is  small,  " 

ilr,  MfcF.ns,  Let  me  go  to  another  subject,  ' 

/Mr,  HawiUns,  Dr.  Greenspan,  on  page  11  of  your  statement,  you 
were  not  at;  all  evasive,  as  you  jfre,  I  thiidc,  in  answering  questions 
put  to  you  by  Mr,  Meeds,. when  you  discussed  investing  ratios.  You 
were  very  specific,  and  you  used  targets  to  say  that  investing  ratios^ 
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well  ii(  excess  of  lf>  percent  would  be  needed  in  the  next  4  years 
•  with  the  required  capital  in  place. 

Have  \  ou  not  made  a  distinction  between  human  beings  in  place, 
and  caj  !al  investment  in  place?  You  specify  a  precise  figure  is 
needed  I'of^- investments.  Yet  you  cannot  do.  the  same.  You  do  not 
deal  as  precisely  with  human  beings  as  you  do  with  capitah 
AVhy  is  tliere  that  distinction  ? 

Mr.  GKEriN-sPAX.  I  dici  not  mean  to  make  that  distinction, 

M\\  II^wvKixs.  You  madl^^that  distinction  on  pag6  11. 

^Ir.  Giu:f>xspax.  AVell,  no,  at  the  top  of  the  page.  I  said  studies  of 
capital  refjmrements  are  not  precise.  The  basic»*data  on  our  present 
capital  stc^are  among  the  weakest  of  our  economic  statistics.  Fur- 
thermore, filong  series  and  assumptions  and  quajitfttive  judgments 
are  reciuiret^  to  estimate  future  capital  requirements.  I  trust  that  was 
meant  «|  , 

Mv.  IIawikixs.  But  that  was  a  disclaimer.  But  then  you  say, 
^lesi)ite  fhoso*^risks  and  taking  into  accotmt  employment,  productiv- 
ity, environmental  safety  and  other  energy  goals,  business"  invest- 
average  12  percent  of  GNP  from  1975  to  1980. 

1  hat^TBT^)recise. 
Mr.  Cit:KExsR\x.  T  would  think  

Mr,  Hawkins.  Despite  all  the  disclaimer,  there  are  risks  involved. 

Mr.  G*:i:xsrAv.  This  is  the  result  of  the  study  of  the  Department 
of  Commerce,  and  I  would  indicate  to  you  that,' we  wdre  much  more 
general  m  specifying  this  as  we  originally  put  it  forth  in  our  study. 
If  you  are  saying  to  me  that  my  statement  appeal^  to  be  too  precise 
I  would  agree  with  ^on.  I  would  think  that  

Mr.  IIawkixs.  No,  I  was  saying   • 

Mr.  GnEKXsPAN.  No,  no,  I  understand  that.  I  

Mr.  Hawkins.  I  am  just  saying  that  you  cannot  deal  with  unem- 
ployment hgures  m  the  same  manner  in  which  you  deal  with  capital. 
^  :^lr  GirEKNpAN.  Mr.  Hawkins,  I  would  agree  with  your  criticism, 
hut  the  criticism  really  rests  on  whether  or  not  the  language  on  this 
specific  page  is  too  specific  and  not  qualified  enough,  and  I  think,  I 
would  agree  with  you. 

Mr.  SIekds.  If  1  may  go  back  to  just  one  more  subject-matter,  on 
page  3  you  say,  "putting  people  on  public  payrolls  in  an  unproducr 
tive  ]oh  IS  not  much  different  frorrf  unemployment  insurance,  since 
the  activity.^lhat  is  taking  place  cwitributes  relatively  little  to  the 
total  nationill  product.  'SVMd  you  describe  for  me  what  you  define  as^ 
an  "unproductive  job"? 

Mr,  GuEENsPAN.  I  think  before  yon  came  in,  Mr.  Meeds,  the  ques- 
tion was  phrased,  what  would  I  define  as  "productive  jobs"? 

Mr.  Meeds.  Well,  then,  just  give  us  the  reverse  of  your  other 
answer.  . 

Mr.  Gkeenspan.  I  will  try.  Just  to  quickly  paraphrase  what  I 
said  in  the  beginning,  there  is  virtually  no  element  of  human 
<>ndeavor  or  action  or  activity  which  is  of  no  value.  The^question  is  a 
qnestion  of  if^  ifi\'e  terms  of  the  basic  degree  of  cproductivity,  in 
producing  goo  and  services,  relative  to  the  average.  It  is  really  a 
question  as  to  what  is  the  relative  output  per  nianhour  of  a  particu- 
lar job  vis-a-vis  the  average. 
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In  this  context  somebody  in  a  low  productivity  job  in  effect  turns 
out  relatively  less  so  that  the  distinction  between  unemployment 
iflsuranco  and  doings  virtually  nothirifj  as  a  Consequence  and  being 
paid  to  do  something  where  the  activity  in  effect  does  not  produce 
very  much  is  less  significant  than  is  often  stated. 

Mr.  Meeds.  And  this  is  a  totally  economic,  as  opposed  to  a  socio- 
"•ocononuc  definition  of  productivity  ? 

jMy.  GRtExsPAX.  Yes.  It  is  a  concept  of  real  incomes  and  real  pro- 
duction because  the  purpose  of  the  analysis  is  largely  to  tie  it  tOkthe 
relationship  between  wages  and  output  per  manhour,  and  the  dis- 
tinction of  production  and  incomes. 

Mr.  Meeds.  Would  you  term,  for  instance,  the  planting  of  trees, 
Douglas  fij-  trees,  or  pine  jtrees  which^Will  later  be  turned  into  lumber 
of  plywood  or  pulp,  unproductive  or^productive? 

Mr,  GuEEXsPAN,  T  would  say  that  is  productive. 

Mr.  Meeds.  Extremely  productive,  is  it  not? 

Mr.  (treevspax,  I  do  not  know.  It  depends  on  many  factors— 
-where,  under  what  cotiditions,  and  what  the  expected  future  prices 
average.  I  would  he  uiud)le  to  make  that  judgment  without  a  far 
greater  degreo  of  infonuat ion.     '  " 

Mr.  Meeds.  OK.  Are  you  aware  that  we  have  cut  over  some  31A 
million  acres  of  the  Federal  forest  lands,  which  have  never  been 
replanted? 

Are  yon  aware  of  that  ? 

]Mr.  Gheexspax.  I  have,  heard  of  it,  Mi\  Meeds.  ^Vliat  I  know  on 
that  issue  is  what  I  read  in  the  press. 

•Mr.  Meeds.  In  the.  forest  service  manuals. 

Mr.  Greexrpan.  I<1o  not  read  the  forest  service  manuals. 

Mr.  Meeds.  That  is  where  you  also  find  that  information. 
;  Mr.  Greexspax.  I  am  sure  it  is  there,  I  just  meant  to  say  that  I 
have  not  read  fhe  forest  service  manuals. 

Mr.  JIeeds.  Well,  that  is  where  the  press  got  it. 
Mr.  Greexspax.  OK. 

Mr.  Meeds.  And,  are  you  aware  that  we  are  cutting  over  every 
year  on  the  Federal  forest  lands,  50,000  acres  that  were  more  than 
wore  replanted  1  Are  you  aware  of  that  ? 

Mr.  Gheexspax.  No,  f  am  not,  and  T  might  isay  that  

Mr.  Mkedh.  Does  it  bother  you;  if  I  am  correct?  Does  it  bother 
you  that  we  might  bo  doing  that  ?  , 

Mr.    Gheexspax.    Mr.    Meeds;    I    have    been    in  government 

'  suilic^iently  long  at  this  stage,  to  know,  that  

Mr.  Meed. — To  not  be  bothered  by  that  ?  1^ 
Mr.  Grekxsi*ax.  No,  no,  it  is  not  a  question  of  being  bothered.  It 
is  the  question  that  I  often  find  that,  when  I  hear  a  particular  set  of 
facts  for  the  first  time  about  a  particular  governmental  program, 
good  or  bad,  that  you  are  always  surprised  to  find  that,  there  are 
reason.s  for  doing  something,  or  not  doing  something. 
Until  I  find  out  what  the  reasons  are,  I  would  not — : — 
Mk;.  Meeds.  Well,  that  is  what  I  would  like  to  examine  with  you, 
how  productive  you^  think  that  is,  if  tlmt  is  what  we  are  doing. 

Mr.  Greexspax.  I  do  not  really  have  the  capacity  to  make  that 
evaluation  on  the  basis  of  th|^  information  I  have.  A  concept  of  pro- 
ductiveness is  a  very  complex  issue,  and  it  is  relative. 
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Mr.  Meeds.  Noav,  letVnot  get  into  this.  AncL  again,  I  do  not  want 
to  ovei-simplify,  a-nd  I  do  not  want  to  ask  you  to,  Jbut  are  you  then 
going  to  say  tliat  it  is  productive  to  leave  50,000  acres  of  national 
forest  lauds  without  ever  replanting  ? 

Mr,  (treenspan,  I  

Mr.  Meeds,  Certainly,  yon  can  agree  with  nie Jon.  ttiat",  that  it  is 
not  very  productive  trt  do  that?  .  ^'  y^J^^^ 

Mr.  GiuEENSPAX.  I^t  me  tell  yon  the  type  of1^^fes^<^i^  ask. 
For  example,  if  that  issue'  were  raised,  for'exUiJi^|fiyn\^jjfttin  the  exec- 
utive's policvmakiug  api)aratus,  I  would  say,*1wijf?fetfre  Ave  doing 
that?  \        '    '  '   '     '  '  . 

^"pw,  the  point  at  issue  is  that  there  are  reasons,  good  and  bad  or 
perliaf)3J somebody  forgot  to  plant — Now,  if  you  are  teiMng  me  that 
thcilast—  ./  V, 

Mr,  Meeds.  Now,  let  us  just  assume  that  the  forest  service,  the 
*  Bureau  of  the  Budget,  and  everyone  Avho  juakes  those  decisions — and 
tlic ^Congress— we  take  our  share  of  the  blame—has,  in  effect,  said 
that  we  ,do  not  have  the  money  to  do  that,  because  you  and  I  both 
know  th(*  best  reasons.  " 
.    ^fr.  Greenspan.  T  do  not  know  them, 

Mr.  Meeds.  You  dou't?  I  aili  surp^tised  you  don't  know  some  of 
the  things  I  do  about  this. 

Mr.  Greenspan,  Well,  I  am  not  surprised  at  all,  Mr.  Meeds. 

Mr.  AfEEDS,  But  the  fact  is  that  Ave  are  leaving  every  year  50,000 
acres  of  forest  lands  Avhich  aa^c  are  not  replanting,  because  we  are  not 
spending  the  money  to  do  that. 

Now,  at  the  same  time,  Ave  have  that  little  problem,  which  both 
you  and  Mr,  Hawkins  have  alluded  to,  millions  of  unemployed 
youthen  this  Nation.  Some  of  them  are  drawing  unemployment 
^tornpeftsation  and  some  of  them  are  on  welfare.  Some  of  them  are  on 
neither. 

Do  you  not  think  that  it  might  be  a  good  plan  to  marry  up  all 
those  young  people  that  ne^d  jobs  with  jobs  that  need  doing,  and 
that  it  might,  in  fact,  be  more 'productive  than  leaving  the  forelst 
lands  cut  over  and  not  planted,  and  the  young  people  out  of  work? 
.  Mr.  Greenspan.  Mr,  Meeds,  du  analysis  of  these  types  of  ^projects 
has  been  goirtg  on,  for  not  only  this  type  of  proje^'t  but  for  a  large 
number  of  other  types  of  projects. 

The  studies  that  have  been  donc^  both  in  the -Congress  and  in  the 
executive  branch  have  attempted  to  evaluate  the  pros  and  the  cons 
and  a  lot  of  different  thiuigs.  Many  of  them  have  gone  fbrward  in 
legislative  requests.  I  do  not  know,  I  have  never  seen  one  on  this 
specific  one,  I  hesitate  to, respond  specifically  to  your  question, 

Mr,  Meeds;  The  fa<;t  is,  nothing  is  being  (Jone.  "What  Ave  are.  bal- 
ancing against  is  doing  something  or  doing  nothing.  That  As  the 
problem  T  find.  ^ 

Mr.  Greenspan.  Are  you  asking  me  whether  this  a  subject  which 
should  be  examined,  I  wotdd  say,  certainly  and  that  I  woidd  assmue 
it  has  been.  But  T  cannot  say  that  I  know  from  my  own  personal 
experience  what  the  anSAVcrs  tQ  those  qikstions  are,  or  that  I  have 
been  exposed  to  it.  But  I  nnist  fl^y,  I  would  be  interested  in  knowing 
Avhy  not,  or  Avhat  tlie  probl6ms  are:     doing  it,  *  ^ 
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I  do  know,  tliat  sometimes,  tlie  solution  to  a  siuiple  problem  can 
be  terribly  complex.  , 

Mr.  Meeds.  Thank  you,  Mr.  Chairman. 

Mr,  QuiE.  Would  the  gentleman  yield  to  another  question  on  pro- 
ductivity? , 
Mr.  AIeedr.  Yes.  , 

-  Mr.  Dajoels,  I  might  say  at  this  point  i\\v^  the  Doctor  has  a  com- 
mitment at  The  White  House.  ^  . 

But  he  did  ask  me,  before  the  hearing  Sferted,  that  he  would  like 
to  get  out  of  here  by  10  minutes  after  11  o'clock. 

Mr.  Sarasin  would  also  like  to  ask  some  questions.  I  hope  your 
question  is  brief,  Mr,  Quie. 

Mr.  Meeds.  If  the  Chairman,  would  yield,  'it  might  be  a  little 
inconsiderate  of  him  not  to  give  usliis  full  time  while  he  is  here.  lie 
is  a  very  fine  and  capable  person.  And  I  think  this  committee  ought 
to  get  the  full  value  of  his  knowledge. 

Mr.  Daniels.  If  the  committee  deems  it  necessary  to  have  further 
questions  of  Mr.  Greenspan,  I  will  be  happy  to  have  him  back  on 
the  date  that  we  return  from  our  vaction.  I  intend  to  have  this  bill 
marked  up  the  week  that  we  return. 
•  N^,  if  the  committee  in  its  judgment,  feels  that  we  need  extra 
time  to  hear  from  Mr.  Greenspan,  I'am  more  than  willing  to  listen 
to  my  colleagues.  * 

But  at  the  same  time,  I  think  it  is  only  fair  for  Mr.  Sarasin  to- 
have  an  oppoii unity  to  ask  a  few  questions, 

y\v.  Sakasix.  I  will  yield  to  Mr.  Quie. ' 

Mr.  Quie.  If  a  pei-son  is  receiving  unemployment  insurance,  and 
5tays  home,  and  pamts  his  house,  is  that  productive  or  unproductive? 
^  Mr.  Gheenspan.  Is  the  painting  of  the  house  productive?  I  would 
probably  say  it  is  productive.  The  question  again,  is  relative  to 
what? 

Mr.  QtriE.  I  recognize  that.' So  the  mere  fact  that  a  person  is  out 
of  a  job  and  is  on  unemployment  insurance,  could  mean  that  he  is 
productive  as  well. 

Mr.  Meeds.  Is  that  as  productive  as  planting  the  trees?  And  that 
is  the  question.  [Laughter.]  ^ 

•Air.  QmK.  I  would  say  on  planting  trees,  that  that  is  our  fault. 
When  we  put  out  money  for  the  mayors  to  use,  and.  refuse  to  assume 
the  responsibility  that  is  the  Federal  Government's  responsibility  in 
the  FoVest  Service,  I  think  you  have  touched  on  something  that  we 
have  neglected  in  the  Congress  year  after  year. 

I  think  it  is  atrocious  that  we  do  not  have  the  replanting  of  the 
trees  on  national  forest  land,  because  I,  understand  that  privately 
owi;i6d  forest  land  is  30  percent,  but  they  produce  70  percent  of  the 
wood.  Now  that  70  percent  of  the  land  is  national  forest,  and  we 
only  produce  30  percent  of  it.  A  good  bit  of  it  is  because  we  are  not 
putting  effort  on  the  hiring  of  people  to  plant  trees. 
^  Mr.  Daniels.  The  gentleman  from  Connecticut,  Con^essman 
Sarasin. 

Mr.  Satiasfn.  I  do  not  intend  to  belabor  this,  but  I  would  like  to 
thank  you  very  much  for  your  statement  and  for  your  responses  to 
the  questions  of  various  members  of  this  committee.  They  have  been 
most  helpful  to  us  this  morning.  ? 
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I  would  like  to  get  into^ne  area.  That  the  question  of  the  pre- 
vailing wage  section  of  this  bill  which  requires  that  the  public  serv- 
ice eniployuieut  will  be  paid  at  the  inininium  wa^e,  the  comparable 
wage,  the  date  it  is  vacant  wage,  whichever  is  higher.  I  wonder  if 
you  would  addre^is -yourself  to  that  issue?  ;  .  . 

:Mr.  GuKEXsPAX/It  is  apparent  to  ine  that  if  you  designatej  public 
service  eniployment  as  the  employer  of  last  resort,  but  you  rri^aridate 
wage  level<^,  which  would  tend  to  be  at  the  upper  fringes  and  in 
many  instances  in  excess  of  comparable  private  wage  patterns,  there 
will  be  a  tendeucy  to  make  the  prograui  the  employer  of  first  tesort. 

In  the  context  for  example,  of  Davis-Bacon,  where  we  have  spe- 
cific differences  which  "exist  between  the  union  and  nommion  Wges 
within  comparable  job  categories,  I  think  there  would  be  a  teaxlency 
to  attact  people  away  from  other  jobs  to  jobs.  IVliile,  in  the  context 
of  what  Ave  have  just  been  discussing,  would  likely  be  less  pmdiictive. 

^Ir.  Sail\siv.  Would  that  not  really  exacerbate  the  situatioii  that 
wo  \\x)ul(l  be  trying  to  solve  by  this  legislation,  as  I  under^taadiyour  , 
•statement  ?  '  -  .  ^ 

^Ir.  GitKKxsPAX.  Yes,  sir.  '  ^|  ^ 

Mr.  Sarasix.  It  has  been  suggested  to  me  that  we  had  such  ^kr^x 
success  in  World  War  II  with  a  planned,  centrally  controlled  econ- 
omy. When  we  moved  17  percent  to  1  percent  unemployment,  that 
we  are  in  a  position  to  do  it  again,  as  I  recall  the  testiiuony.  It  said' 
that  ii\  spite  of  the  fact  that  we  had  15  million  men  under  arms,  'and 
half  of  puv  GN!P  went  into  war  production.  Do  you  think  we'should 
do  it  aj^ain?  "  '*  '  t 

Mr.  CjReexspan.  No,  sir.  '    •  ^  . 

Mr.  Sailvsix:  I  agree  with  you  v.erymuch.      •.     .  ' 
Mr.  QuiK.  If  you  recall,  during  the  war  people  were  frozen'm  their 
jobs.  I  had  a  hard  time  getting  off  my  farm  into  the  service.  j 

Mr.  Greexspax.  That  is  one  reason  why  the  unemployment  rate 
got  so  low.  Th^re  was  no  mobility  in  the  systeni. 

Mr.  QuiE.  You  will  yield  there  are  still  some  people  frozen  a)n 
their  jobs.  .  . 

Mr.  Sarasix.  A  question  was  addressed  concerning  the  situation  ih 
Western  Europe,  and  the  low  uncjjiployment  rate.  I  wonder  if  yoi^ 
could  address  yourself  to  the  other  side  of  that?  W'hgjtslcind  of  aii 
individual  tax  burilon  is  placed -on  the  citizens  of  J 
who  support  some  of  the  programs  that  exist  there,}l 
our  tax  program  ?• 

Mr,  Greexspax.  Taxes  generally  are,  higher  in 
than  they  arc  here,  Specifically,  in  the  .Unitexl Z^*" 
pie,  as  you  know,  the  /-ates  arp  very  substantially 
Mr.  SaiLvsix.  Dr:  Qreen^pan,.  again  I  want 
much  ifor  yo.ur  help  to  tlieconunittee  this  inomin<] 
Mr.  I>AxiEL.s.  Dr.  GreensjMn, /on  behalf  of  th 
to  express  to  you  our  thanjc.'^-  for  yotir  testimony. 
'  Mr.  GREEx'sr^\x.  Thaidc'you  very  n)uch,]Mr.  Cjin 
Mr.  Daxielh.  TJie  next  wvitncsses  ayjp  my  colleaj 
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STATEMENT  OP  HON.  JOHN  CONYERS,  JK.,  A  REPEESENTATIVE  IK' 
CONGRESS  FROM  THE  STATE  OFJIICHIGAN 


Mr^  Cox^-ERs.  Mr.  Chairman  and  members  of  the  siibcommitteej  X'* 
regret,  that  first  of  all,  there  isn't  a  mtefophone,- to  catch  some  9f;^p^^ 
very'  interestinfr  remarks  that  are  expressed,  but  frequently  --^'-"-^ 
heard  by  everybody  pi;esent.  Secondly,  I  would  note  that 
league,  Ms.  Abzug  is  here,  and  I  should  state  that  ordinarily 
these  circumstances,  I  would  yield  to  the  gentlewoman  of  !ff,(S^.':xv^i*nL, 
and  let  her  precede  me.  But  I  think  ithere  should  be  some  (^ffapri- 
ate  buffer  between  her  and  the  preceding  witness.  '^'M^- 

[Laughter.]-  ^  *    .      .  '  .  ^-1^^  ;.y 

I  offer 'ni}^elf  in  that  capacity,  to  begin  this  discussion.  iM^^^ 
"Mr.  D.\xi>:ls.  John,  let  me  say  this;  that  the  witne^s^^|we'been 
scheduled  in  the  order  in  which  their  requests  came  in^^'^is  subr 
connnittec.  Xonually.  I  would  call  on  the  gentlewoman  fi&%-And  I 
.am  quite  sure  tlyit  my  male  colleagues  would  graciousljCSgicede  to 
that  request.  - 

Mr.  C()xvi:iis.  Of  coui-se,  of  course.  t^vi^v 

Mr.  Mt'kds.  Xot  me. 

[Laughter.]  \  w;  ;^ 

Mr.  OoNVEiis.  At  least,  the  question  of  Congressronal 
was  not  involved  in  this  selection.     '  ■  -^ji^i 

Now,  to  follow  Dr.  Greenspan,  of  course,  radici^ljh^  a 
ever  was  going  on  in  my  head  before  I  got  hercw  I^i^sa 
(juite  franl>ly  be  highly  apj)ropriate  for  mo  to  ask  i£U*vel 
and  prepare  a  smiill  presentation,  just  based  on 
views  with  those. he  has  presented  here,  just  in  the 
'was  here.  I  didn't  even  hear  but  a  fraction  of  his  test fm 
Perhaps  tliat  develops  a  ver^-  iijiportnnt  point.  A 
economists  as  a  group  ha\^e  largeJy^Tj^isadvised  luorQ.j 
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other  profession  known  to  nuiiikinrl.  So  mn 
there' have  been  recent  reviews;.;by  economists' 
to  examine  these  s.^iortconiings.     "  / 

And  i  ^h1nliS;jffiat  this  corhmitteo.  after  wefcks  of  prodigtcrri^' 


jin(,|  uivfortunately  having  been^J^ject  to  testimony  ^y0\ 
rjEcohomistfi,  slji^Quld  kc^ep  that  in  mn*(l.  liW^*  -T^V 

?rou  l^uow^^)mt  could  be  a  vi!'ry/valuable  PJQ<lHCt^i;j^^ 


*tec  jit  sbraei     nt,  after  the  most  important  so 
'  piece  of  legislation  that  bas  been  iiiti'oduce(l;,sin 
Congress,  cVould  be  a  study  of  the  niisrepresei  " 
J  failure^ — of  this  science  of  economics.  L  fia 
'^seriously.  -Becituse  the  list  of  their  failuiw 
'  il&ally  tiiakc  a  book.  A§  a  matter  6f  fact,  they 
'bo/5k  tiifit  I  (know  ofl;^('Prof.  Eobert  Lekachrifi 

-Bary.  .  • ,     ,  '  ■  '    ' , '  ■:  , 

i„    Now,  Mr.  Greenspan  i^?,  of  course,  most  reiuembered  by  ord 
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said,  tliat  "You  ought  to  rcafly  fi'nd  out  wlio  lias  really  been  most 
hard  liit/'  He  said,  "It  was  Wall  Street"  Eemember  that?  I  hope 
you  do. 

Well,  the  point  I  am  ^2:ettin<r  at  is  that  there  are  economists  and 
there  :ire.  economists.  And  they  bring'to  the  Congress  and  the  execu- 
tive branch,  not  only  .their  view  as  reasonable  men,  and  honorable 
members  of  that  profession,  but  they  bring  also  a  political  or  ideolog- 
ical point  of  view  that  necessarily  accompanies  it  to  this  very,  very, 
important  piece  of  legisltVt^^i^I.  .      .  ' 

I  propose,  not  to  try  to^^l  with  Mr.  Greenspan.  I  started  taking 
notes,  and  T  was  gouigf  to^t^.ally  conie  up  here  and  try  \o  do  a 
corrective  job,  in  lernis  fjifjfeV^^b^this  into  i'ocus'.  T  cannot  dp  it.  T 
Avil!  not  f ry.  T^^'^       ^  ' 

B.ut  I  really  ^^"^^^^^  upon  us.  when  wo  are  going  to 

have  to  set  aside  all  (>4^>*f(^  of  the  economists,  and  operate-as 
legislators.  And  it  is  V(rfH'i9rtt'eTesting  that  last  night,  not  acciden- 
(nlly.  I  WMS  with  the  Congressman  from  Arizona,  Mr.  UdalK  a  co- 
sponsor  of  II. Pt.  r>0:  the  former  Governor  from  Georgia,  Mr.  Carter, 
a  recently  (urncd  devoice  of  II. R.  oO.  I  have  received  intimations 
from  the  Senator .  from  the  State  of  Washington,  that  he  no\y 
eiulorscs  fully  the  princii)les  in  IT.li.  50.  And  it  seems  to  me  that 
this  bill  is  about  to  nuilco  some  major  moves  out  of  the  distinguished 
committee  that  it  has  been  in,  and  that  we  are  about,  perhai)s,  to 
move  to  a  very  important  part  of  our  history  in  which  we  comple- 
ment the  bill  ori945-16.  Which  really  addresses'it.self  to  this  ques- 
tion. That  bill  didn't  resolve  the  qufTstion  of  iijfiemployment. 

U.K.  ;V)  states  that  full  employment  is  a  prior  economic  goal,  and 
does  not  equivocate  as  the  Employment  Act  of        has  d(^ie. 

Now.  the  reason  I  mt^ntioned  the  names  of  the  gentlemen  that  I 
'did.  IS  because  it  is  very  crit  ical  to  understand  tha^  there  is*  a  great 
movement  in  the  country  among  the  i)eople  and  the  leaders,  that  we 
respond  to  this  very  fundamental  economic  condition.  Qan  we  put 
everybody  to  work  in  this  country  that  wants  a  job?  Are  there  some 
economic  circumstances  that  arc  so  co'mplcx.  and  are  so  mysterious, 
that  would  make  this  impossible? 

I  submit,  granting  complexities,  that  we  can  do  Hiat.  And  T  am 
not  talking  about  percent,  or  2%  percent.  I  am  talking  about  zero 
percent  imemployment.  Except  for  transitional  unemployment,  of 
course.  If  that  were  the  objective  of  the  whole  Governmeii't,  not  just 
the  (ingress,  not  justifgy^cal  agency,  that  'it  could  be  .accomplished. 
And  T  t  hink  t  hat  there  is  !§ome  evidence  to  support  that. 

Now,  the  congressional  black  caucus  has  become  deeplv  .involved 
m  this.  And  it  is  out  of  that  context  that  T  refer  to  a'discussion 
with  the  Speaker  of  the  House  of  Representatives,  who,  meeting 
M-]th  the  author  of  this  bill,  and  several  others,  has  put  his  support-f* 
behind  II.I^  50,  as  T  presume  you  Icnow.  in  the  strongest  possible 
fashion.  lie  .«^aitK  T  will  do  anything  you  gentlemen  and  ladies  visit- 
ing me  today  want  me  to  do  about  this  bill 

We  met  with  the  president  of  the  AFT^CTO,  Mr.  Meany,  who 
wjus  investigating  this  bill— an  earlier  version  of  it.  He  also  put, 
accordingly,  his  unequivocal  stanjp  of  approval  on  the  concepts  that 
are  involved  in  this  bill.  A  luindred  and  fifteen  Congressmen  have 
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said  the  same  thing.  Tlie  majority  of  the  American  people,  by.  evary  : 
poll  that  has  been  taken,  hav^  sai'd  the  same.  tliing.  And  the  Speaker 
•fe-aid,  when  I  asked' the  question,  when  I  He  said  that  we  could  get 
this  bill  through  the  Congress  by  May,  An^  so,  I  can 'uncferstand 
your  dilemma,  in  terms  of  eitlier  calling  back  the  previous.  witi\ess, 
or  forgetting  it,  and  just  going  ahead  and  doing  wliat  .we  have ^ot 
to  do,  as  Members  of  tliis  Congress.  .  . 

The  question  of  wh'o,is  going  to  govern  the  executive  branch  for 
the  next  4  years  is  ver^^  largely  involved  in  how  this  question  is 
resolved  in  the  Congress.  Because  rightly  or  wrongly,  and  I  peireive 
riglitly,  that  it  Ji:is  be(Mi  deterniined  by  many  votei^s,  that  this  is  tl^e 
key  question  on  whfch  we  are  going  to  judge  whicli  candidate  ought 
to'be  in -the  Wliite*  House.  A  velry  legitimate  way  of  clioQsing,  since., 
fre([«ently,  tho^.'C  isn't  a  dime's  worth  of  ditferenee.  Atid  wliat  T  am 
saying  to.  you  here,  is  tliufc  tlie  Congress  must  act  on  U.K.  50  as 
ex])editioiu^Iy  as  possible.  \  ' 

Xow,  I  liave  promised  myself  tliat  T  was  jyot  going  to  discuss  the 
moral  implications  of  tins.  But  I  will  speird  one  sentence  on  it.-  T 
think  it  is  i^nmnnil, and  criminal  for  people  in  the  Government  to  sit 
ai'ound  here  and  talk  about  \vhy  f)eo|)le  cau^Y  be  put  to  work'that 
want  work  in  America.  And  so  1  come  to  you  with  some  very  strong 
views  about  the  passage  of  this  bill.  '     %  ■/"        ^  ■ 

The  facts  surrounding  it  you  by  ^low  kn.(0w*4)etter  than"  I.  , But 
there  are  a  couple  of  things  "tluit  I  think  tluit  wt^?  shoirfd  deal  with. 
And  one  of  them  is  tliat  the^bill  is  too-.weak,  for  my  tas.te^;^)h,  1 
know  that  the  legislative  |)i:ocess  requires- that  we  moderate, '  oqr. 
objectives.  1  und(»rstand  that  coipprorui.sQ  is  essential,  lo  gef  'i^ny^ 
thing  througli.  But  1  am  afraid  of  wher(»  we  are  going  to  end  up^,. 
from  where  we  are  n(xw.  And  it  nuiVbe  'anotl^»r  1010  version  b^fc 

i94f).  '    ■       ^    .  ...  .''.'^ 

Xow,  you  know  what  liappened  in  1040:  Wt^  started  out  with  a 
great  bill  in  the  Senate.  And  it  was  seriously  eroded  in.  the  House, 
Well,  this  tiifie,  the  House  is  the  initiating  focus  in  the  Congress. 

And  it  seems  to  me  already,  that  perhaps,  we  may  have  made 
some  concessions  that  we  may  en<t  up  regretting.  T  would  like  to 
identify  them.  . 

First,  is  the  determination  that  the*  goal  of  3  per  cent  unemploy- 
ment should  take  4  years  to  achieve.  T  take  exception  to  that.  I  will 
tell  you  why.  We  are  really  talking  about  H  years.  T  think  I  heard 
somebody  alrejvly  intimate  that.  We  could  do  it  in  less  than  4  yehrs, 
W(»  could  do  it  in  less  than  3  years  if  we  wanted  to.  Why  don't  we 
find  out,  since  the  Chairman  of  the  Economic  Advisors  was  just 
before  here,  and  said  :  "No.  T  do  not  think  we  can  repeat  World 
War  TI,  the  World  War  U  eifort."  No.  Why  no?  Nobody  even  both- 
ered to  ask  him  that?  It  was  jiist  "No."  Ju.st  a  throwaway  question. 
It  doesn't  ev(m  deserve  to  be  explaincul.  Just  in  his  view.  Why  disa- 
gree with  his  view,  with  alt! due  resj)ect?  Beeause  there  are  other 
ecmiomists  that  happen  to  think  that  we  can  achieve  this.  We  don't 
have  fo  match  World  War  II.  But  we  don't  have  to  tal^e'4  years  to 
come  to  3  per  cent.  And  there  is  a  lot  of  evidence  of  that  fact.  And  I 
think  you  know  it  And  if  anybody  doesn't  on  this  eomihittee,  I  wish 
they  would  indicate  it,  .so,  wo  can  at  least  get  it  in  the  record,  so 
nobody  can  say  they  didn't  know  it. 

/ 
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^Now  section  206,  with  tliese  eligibility  requirements.  I  object  to  it. 
What  difference  does  it  make  how  many  people  in  tlie  household  are 
working,  if  'X  is  out  of  a  job?  No^V  the  Joint  Economic  Committee 
said  that  throughout  the  year  of  1975,' 75  niillioa  people  were  T)ut  of 
work  at  somie'time  or  otlier  during  the  -year.  I  think  tl^tat  it  is  very 
important  t)?at  we  get  rid  df  some  of  those  eligiblit/tequirements. 
It  is  section  206,  page  33,  It  is  too  stringent,  ilr.  Chairman.  And  I 
know  what  has  to  happen  when  we  start  bunkering  down  here,  to 
say  we  are  going  to  pass  a  bill  of  this  magnitude. -You  don't  have  to 
tell  me  before  you  get  to  the  Rules  Committee.  The  word  is:  "No 
Amendments— improving  or  debilitating.  No  Amendments.  Or  you 
are  never  gonig  to  get  this  bill  through." 

Now,  if  you  don't  do  that  here,  we  are  going  to  try  to  do4t  on  the 
floor.  Biit  I  know  what  the  outcome  is  going  to  be.  That  is  why  I, 
am  asking  you  to  give  it  your  most  careful  consideration. 

Well,  there  are  sonic  other  things  that  I  could  mention.  Stronger 
language,  to  niandate  t^at.  the  P'ederal  Kekjrvc  Board  tailors  itsv 
monetary  policy  to  conform  to  the  full  emplovnient  target  even 
■  though  Mr.  Greenspan  thinks  that  that  is  really  not  too  very  impor- 
'  tant.  But  I  think  that  they  ought,  to  be- mandated  to  tailor  their  ^ 
policy  t6  employment  goals,  and  not  to  leave  them  too  much  discre- 
tion in  that.  .  • 

Of  course,  the  Federal  Eeserve  Boaxd  ought  to  be  brought  back.q;i 
the  whole  governmental  reservation,  ^^lifere.a^  todav  it  "exists  out  in 
tte  space,  like  alittle  planet  off  the  constellation.  They  respond  to* 
nobody.  They  are  subject  to  no.  controls,  including  tlie  KxexnTFive. 
Because  we  have  had  conservative  Expcutives^  and  conservative  heads 
of  the  Reserve  Board,  and  conservative  economic  advisers,  there  has 
;iever  beeu  any  serious  disagreement  among  them.  It  is  alwavs, 
"LetV  increase  our  capital  investment.';  And  hv  gollv/dowji-  at  the 
end  of  thife  tiibe,  you  create  some  jobs^for  all  of  these  people  they 
claim  want  work.  '  .  ' 

if  anything  has  been  more  disproven  than  that,  it  is  the 
trickT(^*down  theory.  If  there  is  anything  that  is  more  discredited,  it 
IS  the  idea  that  there  is- some  tradeoff  between  tinemployment  and 
inflation.  We  all  know  that  there  arc  now  a  substalitial  number  of 
views  from  economi.sts  that  this  doesn't  hdve  'to  be.  We  all  know  that 
we  don't  want  to^take  the  patterns  of  policy  from  1953,  and  trv  to  ' 
use  tho^  as  a.  guide  for  anything'*in  the  future.  We  have  been 
through  all  the  rec.es.sion?.  You  know  it. 

Now  the  question  is,  in  my  view— how  strong  a  bill  are  we  going 
to  come  up  with,  and  get  out  of  Congress  this  year?  And  join  the  . 
major  issue  before  the  American  people?  And  I  urge  you  to  make  it 
as  strong  as  you  feel  that  you  can. 

Thank  you.  • 

Mr  Danikl.^.  Thank  you,  John,  for  vour  testimony.  I  ^Vant  to' 
compliment  you.  for  your  views.  In  your  testimony,  you  said  tliat 
this  bill  IS  too  weak.  What  amendment??  do  vou  foel  should  be  offered 
straighten  this  bill?  ,And  which,  do  you  feel,  will 'have  a  fair 
chance  of  being  considered  and  passed  by  tjie  Congress.  ' 

Mr. 'CoNYKR^.  Thank  you,  Mr.  Chairman.  Let  me  say,  that  the' 
hrst  thing  is  our  gorfl  of  3  percent  in  4  years.  What  did' the  earlier 
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bill  have  in  it?  The  earlier  bill  was  18  months.  The  se,cbncl  is  tho  eli-" 
gibility  requirements  in  206.  The  third  is  the  lan^iagej^inandating  the 
Federal  Reserve  Board  to  start  acting  like  fiill-eni|>loynient  goals 
'have  something  to  do  with  them.  * 
^  The  other  one  is  giving  a  legally  enforceable  righ^  to  those  who 
don't  get  a  job^  even  after  we  pass  the  law,  and  hav^.jthe  Executive, 
the  Congress,  the  fiscal  monetary  agencies  all.  working  on  this.  Why 
iiot  give  a  person  legal  right?  He  has  got  a  legaLrigh^t  to  imem- 
ployment  compensation.  Ilo  has  got  a  legal  right  to  social  security. 
He  ]ias  got  a  legal  right  to  welfare — for  unemployment  and  work-^ 
men  comijensatibn.  benefits.  You  mean  we  are  going  to  put  together 
the  nvost  important,  piece,  of  legislation  since  the  1946  bill,  and  then 
take  out  the  right  for  him  to  sue ?^  Oh,  I  know  there  are  goifig  to  be 
some  who  say — oh,  that  is  another 'bureaucracy  ?  If  you  do  not  give 
an  unemployed  person  the  pght  to  be  efl'ectively  represented,  ^ve  are 
going  to  be  doing  a  great  diisservice  to  the  concept  that  is  embodied 
in  H.R.  50. 

Finally,  I  propose  that  we  restore  the  provision  for  local'planuing 
councils  to  administer  public  jobs  programs,, as  existed  in  Jlie  bill's 
previous  draft,  '  ^ 

Now,  those  are  the  five  propositions  that  I  would  really  urge  you, 
Mr.  Chairman,  to  do  wluit  you  can  to  strengthen. 

Mr.  DaJv^ikls.  Thank  you  very  nnioh,  I  recognize  the  author  of  the 
bill,  the.^^tleman  from  (/aliforuia.  Congressman  Hawkins.  ^ 

Mr.  HAWKINS.  I  thank  the  gentleman  from  Michigan  for  his  con- 
tribution in  this  field.  I  know  he  has  thought  the  various  phases  of 
the  bill  out  very  carefully.  I  think  he  was  involved  in  the  original 
^bill  that  was 'introduced.  I  think  his  suggestions  were  very  construc- 
tive. Some  of  theni,  I  think,  have  been  fairly  considered  in  terriis  of 
^both.  the  objective'of  getting  an  effective  bill  in  this  session  and  also 
containing  the  support'  that  is  necessary.  In  other  words,  I  think 
some  suggestions  he  has  offered  are  to  be  considered  very  seriously 
and  in  fact  are  already  being  seriously  considered. 

Two  of  his  suggestions  are  already  being  considei'ed;  in  particular 
the  criteria  whiclf  are  used  in  a  terminal  aspect  of  the  bill,  as  to  the 
number  pf  persons  \vho may  be  em{)ldj(fed.  I  think  we  are  giving 
some  very  sei'ious  thought  to  rnaking  some  changes  in  that  particu- 
lar section  of  the  bill.  .  ' 

The  second  concerns  the  percentage.  We  have  hatl  a  lot  of  differ- 
ences between  tHe  Senate  and  the  House  as  to  whether  it  shpuld  bji  3 
percent  in  18  months  or  3%  in  4  years  as  it  is  noAv.  I  niay  say  that', 
there  was. very  tangible  support  in  the  Senate.  A's  a  niatter''OT  fact^-, 
our  only  suppp^iife  in  the  Senate,  has  suggested  that  their  staff  mem- 
bers Avith  wIio/ri't|iey  have  consulted,  and  with  apologies  to  fcfejrring/ 
to  the  economists,  that  there  are  mriny  economists  serving  rwifihin  the 
past  administration  and  under  much  more  progressive  administra- 
r  tors»  who  objected  to  the  3.  percent  in  18  -months.  We  need  some 
niodifications  on  that,  primarily,  for  getting  support  for  the  bill.        '  ' 

I,  personally,  fought  against  changing  the  bill  from  its  origii}al 
position.  I  am  fairly  satisfied-that  the  important  thing"  in  the  bill  is ' 
the/establishment  of  the  right-to-jobs,  the  statement  of  a  goalj  and 
it  is  not  an  absolute  goal,  Us  you  .  well  siiid,  it  is  the  particle  goal 
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The\iinportant  thing  to  ine  iS  reversing  the  direction  in  which  we 
are  7iW  moving  and  getting  do\Vn  to  as  low-  a  percentage  as  we  pos- 
sibly can. 

Actually,  it  is  not  a  goal  of  3  percejit  in  4  vearsVit  i$  not  a  goal- 
just  an  excess  of  3  percent,  I  think,  if  you  consider  the  first  part  of 
the  bill  Itself,  as  well  as  the  other  strengthening  features  of  a  bill 
that  weMiave  made  since  the  original  bill,  the  revised  version-  is,  iii^ 
many  ways,  stronger  than  the  programs  we  iiave  actuallv  put  into 
the  bill. 

Many  of  the  other  features  of  "the  bill  cull  for  a  study  of  various 
government  programs,  the  elimination  of  duplication,  and  the  spell- 
ing out  of  the  types  of  programs  we  think  would  be  extremelv  sig- 
nificant in  accomplisilung  the  purposes  of  the,  bill.  Those  provisions. 

.,of  the  bill  are  much  stronger. than  the  b^l  itself. 'I  believe  it  is  these 
stronger  provisions  to  which  you  have  iVfemii  l  think  that  with 
sorne  minor  modifications— one  or  tVo  to  wliich  you  have  already 
referred  today—the  bill  is  an  effective  approach.'  If  we  can  move, 
this  hill  thi^  year  tlieu,  I  think,  we  hate  come  a  long  way  towards  a 
concept  that  people  will  accept  in  its  early  stages  of  operation. 

T  would  like  to  have  a  strong  provision  for  court  procedures  with 
respect  to  the  rigjit  to  sue.  T  have  based  this  on  40  yeai-s  of  legisla- 
tive experience.  We  have  "fj]icec|  this  tvith  EEOC,  job  area  centers, 
social  security  and  in  many  other  areas.  We  made  manjir concessions 
to  admiiMstinitive  difficulties  durkitr  the  first. few  vear^f  operation 

•  of  public  programs.  And.  T  think,that  we  have  got  to  admit  .that  ta 
put  the  bill  into  operation,  we  would  not  want  to  sec  the  program 

^discredited  and  confused  >y  a  lot  of  administrative  difficulties, 
winch  may-come  from  some  of  the  stronger  provisions. 

As  a  coauthor  of  the  bill,  T  am  in  a  strong  position  to  defend  the 
bill  in  Its  present  form  with  one  or  two  rfiiiior  modifications.  I  think 
that  we  Will  give  very  serious  thought  to  one  or  two  of  vour  sugtros- 
tions:  \Ve  count  jon  you  for  sirch  assistance'as  we  may  obtain.  " 
Mr.  CoNYEUs.  I  loiow  that  you  will. 

A.s  the  author,  of  course,  I'know  that  voq  are  going  to  be  pressing 
and  I  know, -personally,  your  views  and  know  that  you  will  be  fight- 
ing to  keep.the^.bill  as  perfect  in'  all  respects  as  you  can.  What  is'^the 
.^tanding  of  the  person  w)m  would  feel  agrieved  under  the  act  now? 
JJow  could  he  seeure^the  rights  that  are  enforced  by  H.R.  50? 

Mr.  Hawkins.  I  would  think  that  the  individual,  first  of  all' 
won  d  have  the  administrative  rights  which  are  based  in.tlie  bill  I 
think  the  other  phases  of  the  bill,  as  to  wliether  thev  are -being  ade- 
quately, administered,  wouljtl  always  be  subject  to  suit/  '  ' 

I'thinkachriinistrative  remedies,  ce'ftainly  in  the  first-stage  opera- 
tion of  the:bilK  would  be  the  strongest  recoijrse  that  an  individual  . 
grievant  would  have,'  - 
,  _  I  wonja  certainly  think  that  this  is. not  therfinal  version.  If  we  g^t  • 
the^  type  of  Cprf^'rcss  that  would  pa.ss  the  bill  and  type  .of  adnlinis-' 
tration  tljat  would  sign  the  bill,  then  I  think  we  could  look  forward 
to  any  othe>  changes  needed.  •  ,  .  '  .  • 

.Mr,  Daniels.  T 'now  recognize  the  gentleman  from  Washinirtdn' 
Congressman  Meeds. ^  .  7' 

Mr.  Mkeds.  Mr,  Chairman,  I  do  not  have  any  questions.  I  just 
want  to  commend  my  colleague  for  a  very  fine,  affirmative  statement. 


It  is  particularly  gi*atifyiii<r^  T  avoiiW  also  \advise  tliat  my  0t)ll(j^r^iie 
from  Washington",  Senator  jaekson\  .has  been  a  very  slTQngV^u;)T|^« 
porter  of  II.R.  50  from  the  outset.     •    ■       .         -  ^  v- 

Mr.  CdNTOis.  I  am  gla^dntiTrtrhe  is.^      v..  -     ...  ' 
'Mr.  Daniei^s.  Thank  you,  John."  ;:  ?,/        ■  -  " 

[A  statement  from  Plon.  Jdiui  Cpriyers'?6J]o\vs:]  ;  ; 

^1    Prepared  SxATEMEi^  of  Hon.  John*  Conyeus  Jr.,  a  RmiE^ENir^iVE  p\  t 
CoNGUKss  FROM  TiiK  State  OF^IiciiiGAN    ■      ^  I 

-  ■  .  .  r..  •      ••  ' 

^  Mr.  Chairman  and  Meinl)eES  of  tlie  Subcommittee,  tlie  oppottiiii/ity  to  be 
heard  today  on  the  FuU  Employment  and  Balanced  Growth  Act  is  eJ^peoIally 
/si^;niti^'ant  to  mo,  to  all  of  my  consfitnents.  and  to  nlV  other 'Ainerican.^  Jvho 
/have  experienced  the  rude  shock  the  past  several  years  vn  .seeing  their  pi^ide  In 
work  and  .sense  of  comp<»tenf'e  as  breadwinners  wiped  out  by  forces  boyonc}, 
their  eontrf)!.  «  •  . 

•I  am  tirnily  convinced  that  the  much-touted  notion- that  ninety  per  cent  of 
Americans,  who  are  working.,  don't  really  care  about  the  ten  porC'ent  without 
TTihs  is  totall.v  wirtrntit  foundation.  Those  who  wish  to  see  thi.^  hill  defeated" 
would  like  to  show  that  only  a  tiny  minority  has  a  stake  in  it.  To  the  con-- 
trary,  today's  unemployed  jtnv  n^)t  the  only  individual  v^ho  wiint  FI.R.  oO". 
enacted.  They  are  joined  by  Tnillions  more  who  ahvayiJlonsider^d  themselves  to 
be  part  of  the  mainstream  of  society  Dnly  to  discover,  that  they  too  are 
expendable  and  just  one  step  reuioved  from  the  shame  and,  dis^^race  of  jobless- 
ness. The  Joint  Kconomic  Coniniit-tee  hist  year  estimated  that  seventy-live ■  mil- 
lion "Americans  at  one  time  or  another  were  hit  by  unemployjnent  in  families 
.with  at  least  one  breadwinnel*  who  was  out  of  work.  The  way  our  economy  Is. 
.stnn.'tured,  almost  all  ei^ployment  is  basically  marginal  in  the  seilse  tlvat  even 
the  best-ti-ained'  and  the  most  pn)ductive  members  can  becoing^M'onomically 
displaced  citizens 'overnight.  And  this  is  , a  con.sequence  of  a  ti^  minority  in 
our  society  whf>  (^'njoy  almost  total  control  over  the  decisions  that  affect  "the 
livolih(^pds,  plans,  and  hopes  of  all  the  rest  of  th§.popula.tion.      ,  " 

•  Tiie  past  several  years  tliore  Ims  been. ^a  rapidly  growing,  perception"  among 
our  p<»ople  that  they"  are  i)at.hetically  jlispensable  object.*^  oT  the  economic 
.system.  My  evidence  are  two  highly  respected  polls,  among  niany'  others,  eon- 
duiC'ted  durin;?  the  past  several  months.  Seventy  percent  of  Americans  poUed 
by  CBS  and  by.  the  New  York  Times- in  February  favored  the  Federal  Govern- 
ment guaranteeing  "that  every  iKjrson  who  wants  to  work  has  a  job."  The 
Peter  Hart  poll  last  July  demonstrated  that  large  majbritiea  favor  substantial 
changes  in  the  /economic  system,  lack  confidence  that  big  business  cares  to 
^make  the  changes  necessary  to  employ  all  those  who  want  to  work,  .and  want 
to  make  thg-private  sector  fylly  accountable, to  the  American  people. 

Tlie  Opponents  bf  the  Hawkins-Iinmphi'ey  Full  Employment  b'ill-wh()  a^ssert 
it  raises  dangerous  expectations  and  hopes  in  the  .piiblie  mind  had  better 
reflect  on  , tlie  fact  that  tho.^e  expectations  and  hopes  are  already  on  the  nilnds- 
of  mo.st^American.<^"aml  that  H.K.  50  embodies  them*  in  legislation  that  more 
"Tthah  any  otlier  now  before  the  Congress  can  fulfill  their  expectations.  Public 
opinion  is  weU  prepared  for  einactment  of  this  bill  and  only  its  disflgiiremetit 
or. defeat  will  cause  the  Congress  future  grief,  not  the  hopes  arid  expectations 
themselve?*.  ■      jf:""^';*^ '  '  . 

I..am'  especiaUy  pleased  to.J^dri^yfcf^^  to  engage  in  dialog  with  you 

l)ecause  I  consider  this  lejHsjatloi^^lh^  momentous  economic  legislation 
before  this,  Cmigress  or  any  ^ri^^otfivi^piif*^  the  lf>IO.s.  ThiVty  years 

ago  the  79th  Congress  first  d^^^pJti^ijo'h eniploynieht  le^hslation- which  in 
its  essentitils  wa.s-not  very  (OTerjejqft>'fi^ra^  the  present  bill.  And  recall  for.  a 
moiuerit  the  goals  at  the  Full  'fctijpibyfi^  Act  of  1045,  spon.sofed  by  Senators 
Murray,  ^yagner♦-!V^d  Aiken,  among  othorSj  and  by  Representath'e  Wright 
Patman  in  the  ITouslf^.  That  biH  sought:  to  promote  the  generat  well-bplng  of 
the  nation;  tf)  protect  tlie^Amerioan  liome  and  the  Arneriean  family:  to  Taise 
the.  standard*  of  living  of  all  peopl^;  to 'utilize  fully  our  national  resources;  to^ 
promote  compcj/titive  private  en(erpi*ise;  and  -to  strengthen  nitional  security  ' 
and  contribute  to  a  lasting  peace.  Who  among  us  w^juld  question  the  desiral)ii- 
ity  and  the  urgency  of  thesej^goalsf 


I  doubt  that  anyone  disputes  ,  how  providing  work  for  all  citizens  li'elps"" 
maintain  a  ostrong,  stable  family  and  conmiunity  life,  or  contributes  to  raisine 
the  standard  of  living.  But  .J  jsnspect  that  the  connection  between  full  employ- 
ment and  the  promotion  of  national  security  through  a  lasting  peace  alludes  u 
great  many?  Is  there  any  (luestion  thiH'  full  economic,  as  well  as  pr<h.tical  par- 
ticipation in  society  secures  morale  and  popular  support  for  our  institutions' 
Jobs  give  individuals  a  sense  of  stake  in  their  country  and  impel  them  to  feel 
responsible  tot  what  they  and  their  goverhmeiU  do.  On  the  other  hand  being 
left  out  of  the  ^system  is  likely  not  only  to  bead  to  non-compliahce  with  its 
rnles.and  obligntions,  but  also  to  destructive  behavior  directed  against  Us  very 

W  a  V  Oil  Lr  P .  '  «  *mC  • 


^■^r'l  ""'i"!  connection  between  full' employment  and  peace '"'should 

wort  nfV°'T.  V'"'.  "  "--^  f'"JtonKaged.in  nsefnl.  amr  satisffi 

y.orW  are  less  likely  to  snpport  ^Jesigns  of  miUtary  adventure  abroad  than  afe 
a  people  who  are  despairinK,  anKry.  and  forelorn  in  tl.eir  own  lives  anS  who 
are  suscep  ible  to  the  am-eal'that  tl.eir  frnstration  and  distress  is  the  wock  fif 
en(M„K-.s  wlth.n  or,  withont.  Full  Employment  would  fester  a  i;A)eful  people 
hn  fl.m  t  need  scapegoats  and  who  recognize  fully  because  0f  their  own  prol 
i„.  nity  that  the  Iffst  thing  they  want  is  to  go  t6  war  and'destroy  aU  t'^ 
food  they  tlleIns(^h•es  have  aecouiplished  in  their  lives  •  "escroy  ar  the 

tlru  wli^f  fT.nX''lnT-H-^-  '™  "  '•^"^^  of  .  opposition  similar  to 

that  «lMeh  fought  so  bitterly  against  the  Full  .Euiplovment  Act  of  1045  But 
flu-re  is  .T  difforeace.  The  arguments  of  today<B  opponents  have  far  lo^cr^ 
ome  ,0th  because,  the  «-ononiists  they  depend  on  i.ave- been  .s^tU^o'i^y  dfs 
•red  ted  by  recent  economic  liii^ory  and  because  the  opponents  tSuiselvel  ii^t 
^I"^^u:^r:r  ':^'-""-'"rt"eir  oppo.sitiou-Self-sel>?inf ideology 

0  r  i\4^'e  h-ft  .  .Ts^^'/rnV,""  f  ?  ^"  r''''  ""^  Perpetuation'of  a  structure 
e^trjf  m^t  -A       •  <''"'wed  up  the  incomesriniliatLves,  and  inter- 

ests of  most  American  wnckersanfl  Ponsuniers  .  "uu  iMier 

^„^'^,l^"'-''',^'^-^''!\'''^^^^^^  candidate  pyblicly  embracofi.il  ' 

.employment-  legislation  au  -.  tlje  ldistraetv  which  in  rtost  cases    but  not  a  1 L 
nuoun ts  ,„  iiotbing  ■niiifo^ti.Sln^ip.^.rviee  to  the  AuieHcan  creed  Xi^  manr  of* 
my  <  olleagiie.s  also  assert,  jvif.li.  siicli  sincerity  that,  of  conrsK  all  AmeVicanf 
t  o    nT'T^ J*  ■<11<>  "■>d  despon.lent,  that  everyl«ldy  ag^e?s  about  - 
the  er,,!   but  reasouablfe  .nitlcr  and  Women  can  disagree  over  tie  means  to 
atlneve  It.  But  I  challeirge  tlio  mendacity  of  ionie  ^vllS  insist  that  the  goaTcan ' 
slcn  ed  fl  ■'■•"""^'''^  Politi<-al-.6conomic  «yste  n,  fha   the  ■ 

ri^grtfia^AmeH^^^^^  '^'^  ^  ^^J'^' ™Pahle  o^gei.erating  H 

'KfuT''"'  l'0'itel.v  and  then  look  a't  the  histoi-y  of  free- enfWnrise's  cann- 

b. I  ty  and  couimitinent  to  create  all  these  job,s.  Buying  tl^  pas  Tld^y' yea^s 
,  Mnce  the  passage  ,.t  the  Enn.h.yment  Act  of  1946  (wbU,  of  coi  rse  was  a  fun- 
tZl^^^^'^^Z"  "f        origina/bill),  \vhaV  ims^eall/ been 

Tvi^  /  r  i  *^         ""^  Pnvate  ^sector  cAntrilm'terf  to- full  Employment' 

Tli<f  oiriclal  unemployment  rate  has  averaged' 4.0%  •  for  the  labor  force  as  a 
•agers''  and  40';^'%or"b,  "^''1%'"'  Americans.  ,l£t.ft,n  per  cenf  or  so  fo'  teen" 

Jgers.  ami  40%  for  black  teenagers  (and  women  who  liave,always  worked  but 
who  never  received  tlie  compensation  they  ,lesei>Ved  ns  nioMiers  and  ho'^^^^^^^  . 

nri^n'^rr"''""''?'-,"-^'^"""^'^  ^'""^  -W"rkf.,rce  altogether)  The  ■frerentl? 
pr*e  sy.stem  contributed  the  highest  annual -rate  of  unemplovment  just  last 
nrnv;n""f  of:o%.  Only  m  two  years  since  10n4  did  the  unem 

p  oymeut  rate  among  Uacks  nationwide  drop  below  7%.  And  uieinnrovmerit.  ' 
nfflcrn,'    "!"J"[„<;!V"^  catastrophic  during  this  per^.d^-Strpif^he 

nv  ?  ii™'!iu,  "i  h'""'"  ""^-^  em^oyment  a? 

-formnn  b  nf  n,    I         ..I""?  '^^^  ^'"^'^^       fc  hist«rical  per- 

bS  ;i£  -P-'  ^^-e  sy.sjeb  ^ill 

•  fii^'"  "'"t  II.R.  50  eomes  before  'us  how,  Snd  has  Its  Mhesis'ln 

t  e  expeneuee  of  \-.ietnaui  and  the  .second  greatest  dcpr'css'lon  in  the  loth  cen 

s  on\md  in'v^^frn  V''^t'"'A^'*^'"'^"'  "^'J^' Jn  the  Greflt  Depre" 

son  and  in  Wor  d  War- 11.  DeP5cs.si„iis  offer  the-most  convincing  refutation 
^hat  busine.ss  cycles  are  not  j«st Routine  economic  ..cciirrences,  performing  nec 
r^Wen  on  "T^^^^^  function...  and  self-correctuig.  b„t  ra'ther  tliUt  S  impact 
is  horr9ndous.  ffieir  daumgo  tong-term,  and  more  importantly  that  there  is  ho  , 
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rensonnblc  justinontlon  for  iXifis^  fljh-fojj,'  given  sensible  policies  nnd  progrnma 
of  long-term  economic  plariiil|te,  B,i^^§)s  cycles  perpetuate  pr|v2ite  control  over 
a  labor  f4)rce  to  be  useil  tr'good; times,  to  be  discarded  in  bad  times,  and 
Ulwiiys  to  be  kept  off-baj^^  tjireat  of.lay-oCfo,  And  I  suspect  the 

only  two  full  vinploym^pey)ltoffi  th^past  thirty  years  grew  out  of  a  context 
of  war  for  two  reJiFcanp:  njwj     lTiil8~mmon  can^^^^^^^  totally  "tF the 

stni«gle  for  frcMlom  abroad,  i«  uan  A). -ho  less  than  provide  the  economic  condi- 
tions of  freedom  at  home ;  .seoOna,  ;^bis  nation  eau  do  no  less  than  provide^lts 
veterans  with  iobs  after . itv*i<is  scWi'them  off  to  risk  their  very  lives.  After 
World  War  II  Lord  Williani^I^everidge  raised  a  <|iiestion  on  many  people's 
^  minds:  "Uriemploymeirt  1ms  bebn  practically  aholished  twice  in  the  lives  of 
most  of  us— in  the  last  war  aud  in  this  war.  Why  does  war  solve  the  problem 
of  nneuii)l()yment  which  is  so  iinsolvable  in  pent^e? 

I  am  distressed  at  the  luirely-vciled  cj-^iicisiii  of  the  opponents  of  "tlie  Full 
Employment  Act  who  nonetheless  assert  Jheir  commitment  to  its  goals.  These 
are  people  who  ar^^ie  that  the  free  enterprise  system  is  tlie  bedrock  of  the  eco- 
nomic miracle  the  piist  200  years,  ^comfortably  counttyiauce  the  hillitmw*  in 
annual  tax  subsidies  and  other  forms  of  assistance*  the  Federal,  Government 
provides,  yet  who  condemn  government  assistance  in  creating  jobs*  for  the 
unemployed  and  the  poor.  |^  ' 

Opponents  assert  that  H.U.  50  would  create  permanent  public  employment 
that  amounts  to  make-work  jobs.  But  why  do  we  consider  the  work  that 
makes  a  better  grade  of  dog  food  or  a  more  bubbling  beverage^nore  satisfying 
and  self-resp(M.'ting  than  the  work  that  cr<^ates  hospitals,  schools,  recreational 
facilities,  and  liveable  cities?  Why  arc  public  jobs  considered  things  that 
merely  involve  cost,  whereas  jffivate  jobs  cUn  only  create  wealth?  Were' the 
t)r)0,()00  miles^  of  roadt^,  the  nO,0<K)  schools  and  libraries,  the  13,000  play- 
grounds, the  78,000  bridges,  and  much  mrtre,  created  by  WPA  during  the  Thir- 
ties iimke-work? 

Some  critics  allt^ge  that  the  goal  of  II.R.  50— to  create  ten  million  additional 
jobs  by  tiie  end  of  1080  to  bring  unemployment  down  to  37r— is  unachievable. 
But  jobs  ereutiun  on  this  scale  was  accomplished  iu  tlie  space  of  several 
months  during  the  1}>30k.  From  IfMO.  a  reces.sion  year,  to  19':;0,  civilian  employ- 
ment was  increased  by  276  in  only  one  year,  which  would  come  to  about  99b  in 
four  years,  allowing  for  compounding.  And  during  the  lOCOs  civilian  employ- 
ment was  increased  at  rates  close  to  what  is  re(iuire<l  to  meet  the  target  of 
H.R.  50. 

^  Others  argue  that  if  we  look  at  the  20-f>dd  years  .since  1053  there  is  no 
reason  to  believe  we  ca^  achieve  the  economic  growth  required  to  reduce 
unemployment  to  3%.  by  thetend  of  1980.  But  we  all  know  that  this  period  of 
our  economic  history  was  very  poor,  including  five  periods  of  stagnation  and 
4ive  periods  of  absolute  recession.  What  kind  of  record  is  this  fo  serve  as  a 
standard  for  the  future?  The  import  of  H.R.  50  is  that  we  can  do  better 

We  hear  the  argument  that  the  attainment  of  S%  unemployment  would 
^^^^  Fedef  al  irea^ury.  These  critics  obviously  have  not  examined  some 
competenl  analyses  which  indicate  that  two-thirds  to  three-quarters  of  the 
a(Mitional  jobs  created  under  H.R.  50  between  now  and  the  end  of  lOSO^vould 
b/  private  jobs  and  that  only  about  1.5  million  at  the  most  would  be  from  the 
-^'s^rvmrs  of  last-resort  public^ projects.  The  counter-cyciical  mechanisms  in 
H.R.  50  would  phase-oQt  public  service  jobs  to  the  extent  that  the  necessary^ 
employment  is  createcr in  the  private  sector.  .  „ 

And  we  hear  the  hue  and  cry  that  the  government  jobs  created  would  he 
wasteful  of  resources.  This  is  outrageous  when  we  consider  the  far  more  dev- 
astation waste  accruing  from  the  forced  idleness  of  millions  and  from  the 
underutilization  of  our  full  productive  capacity.  Conservarivelv  estimated 
during  1953-1015  we  forfeited  more  than  3.3  trillion  1075  dollars  of  total 
national. production;  we  sulTered  the  lo.ss  of  ()i  million  m^in-  and  woman-years 
employment;  and  at  existing  tax  rates  we  have  given  up  roughly 
ioO  billion  dollars  of  public  revenues  at  all  governmental  levels,  which  could  ^ 
have  balanced  budgets  and  served  our  pressing  internal  publiclieeds 

And  in  this  connet'ti(m,, though  I  appreciate  the  role  of  the  Director  of  the 
Congre.^sional  Budget  Office  in  outlining  for  the  Congress  ,  the -possible  risks 
involved  in  creating  full  employment,  I  am  disturbed  that  she  did  not  make 


reference  as  well  to  the  oVen  greater  risks  of  au  eeonomic  policy  that  perpetu- 
ates massive,  clironic  unwni)l()ynieut.  liut  we  have  the  evidence  of  the  true 
costs  of  unemployment  ajtl^Gnk'h  the  Congress,  retleoting  its  own  economic  piej- 
11(1  ices,  has  never  umlertakeu  a  systematic  analysis  of  i]^  human  and  social 
toll  of  joliles.sness.  Tako-crime  rates.  lu  Deti:oit  as  the  uifmber  of  unemployed 
l»t'rs»ms  nearly  . dotihh.HLCroni  l.l^  to  14.09c  Jast  yiciir,  tlie  crime  rate  rosary 
17.0^:^.  The  relationship  between  uueniploymeut  and  rising  crime  rates  uas 
attested  to  by  n<»ne  other  than  the  Attorney  (lencral.  There  is  also  an  increaa- 
.ing  nnnilier  of  studies  on  the  relationship  between  ei-onomic  insecurity',  jobless- 
ness, and  ecououiic  downturns,  i>n  the  one  hand,  and  iuilicators  of  physical  and 
meptal  illness,  cm  rlie  other.  These  studies  clearly  cimtirm  that  severe  economic 
recessions  and  prolon^'od  periods*. of  nueniploynient  lead  to  higher  rates  of 
mental  illness;,  increased  alcoholism,  increased  child  abuse,  and  heart  disease 
mortality.  \  ' 

Two  linal  arguments  bf.^pponents  bear  scrutiny.  Last  week  one  of  the  dis- 
tinffidshed  Members  of  tlnf  Snboonnuittee  stated  as  a  major  objection  that  H.H. 
r>0  lilce  the  Great  Society  programs  would  raise  expectations  and  hopes  only  to 
ser»  them  dashed.  The  public  would  be  left,  presumably,  even  more  frustrated 
than  it  is  today.  I  am  aware  that  much  of  what  passes  for  political  argument 
today  go(>s  nuder  the  banner  of  austerity — austerity,  needless  to  say,  for  those 
for  wlioni  it  has  already  been  a  ueees^iary  way  of  life.  The  theory  seems  to  be 
i:hat  iriving  millions  of  Americans  little  or  nothing  to  hope  for  or  to  expect  is 
less  dangerous  than  giving  them  cause  for  hope.  I  must  confess  that  a  aoctrine 
of  politics  that  is  based  on  pul)lie  hopelessness  as  a  virtue  strikes  me  as  the 
quintessential  expression  of  all  that  is  opposed  to  demoeracyo  The  Great 
5>(KMety  programs  di(i  urit  fail  because  too  mnch  was  spent  on  them,  but  rather 
because- too  little  was  spent  for  too  short  a  period. 'More  fundamentally,  the 
Great  Society  programs  were  l»ased  on  incompatible  goals:  to  promise  a  seg- 
ment of  the  population  fundamental  ameliorative  change  in  their  lives  and  yet 
to  do  this  without  upsetting  the  status  quo  of  privilege.  I  agree  that  if  expecta- 
tions are  raised  and  then  dashed  because  government  was  never  really  serious 
in  the  lirst  place,  a  ctTytemptiblc  hoax  is  perpetrated  on  people.  That  essen- ■ 
tially  happened  when  t)ie  war  in  Southeast  Asia  by  the  mid-19G0s  was  allowed 
to  supersede  all  the  professions  of,  and  actions  toward,  domestic  social  reform. 
Funds  were  eaten  up  and  commitments  were  breached.  We  must  not  4o  this 
again. 

Finally,  the  old  saw  of  the  tradeoff  theory  between  inflation  and  full 
employment  is  advanced  as  a  major  argument  against  H.R.  50.  Everyone  is 
understandably  concerned  about,  inflation.  /-Yet  I  submit  that  singling  out 
employment  and  wages  as  the.  major  culprits  ia  more  an  instance  of  business, 
ideology  than  of  sound  (economic  analysis.  This  is  a  very  convenient  way  for 
the  business  establishment  to  shift  responsibility  from  its  own  shoulders  Onto 
that  of  the  working  class.  Since  World  War  II  the  general  price  index  has  been 
going  up  continuously,  as  a  secular  trend;  it  has  never  come  down  Prices  have 
gone  up  in  good  times  and  bad,  with  high  unemployment .  and  nearly  full 
employment.  And  in  the  past  several  years  prices  have  been  impervious  to  shifts 
in  supply  and  demand.  Last  week  the  Director  of  th^  Congressional  Budget 
Office  admitted  in  questioning  that  the  inflationary  performance  during  the 
past  few  years  has  been  so  complex  and  so  unfathomable  that  it  would  be 
most  hazardous  to  make  forecasts  about  inflation  in  the  years  ahead.  If  It  is 
so  uncertain  what  inflation  will  be  like  in  the'"  future,  while  the  beneflts  of 
moving  toward  full  employment  are  so  certain  and  enormous,  why  should  we 
permit  uncertain  and  unpredictable  "risks**  interfere  with  the  indisputable 
beneflts?  Frankls* ~it'l)attles  me  that  those  wiio  have  witnessed  recent  double- 
digit  inflation  coincide  with  the  most  severe  and  prolonged  recession  and  high- 
est unenipiOymetit  sinojS^ie^reat  Depression  can  still  argue  that  a  vigorous 
n^pveiiient  toward  a  strong  and  healthy  economy  would  again  bring  double- 
digit  inflation.         */ ' 

In  the  flnal  analyirts,  the  reigns  for  the  oppostion  to  H.R.  50  are  really 
more  simple  t^iai;'*tij|^t  these' rationalistic  arguments.  H.R.  50  would  enable  all 
Americans  to  wor»v  regardless  of  the  proflt  'margins  of  corporations,  fluctua- 
tions in  .the  business  cycle,  or  the>  sudden  flts  of  austerity  that  occasionally 
seize  governments.  Xo  doubt  it  would  lead  to  higher  wages  and  provide  all 
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Aniork'iiiis  with  liveable  wa^es.  (In  1*>7H  approximately  liO^r  of  all- faiuilies 
liviiiK  under  the  .pt)verty  level  were  headtd  l>y  iktsous  who.  worked  r>0-r)2 
-  weeks  at  t'uU-tiine 

II.H.  50  would  encourHKe  workers  to  improve  their  work  conditious.  It  would 
t\stal)lish  public  serviee  ami  work  emplt»yuieut ,  as  a  ciVdlhle  nmi  i.Teilitable 

^alternative  to  private  employment.  But  nios-t  importaut  it  would  be  the  culnil' 
uatiou  of  the  C'oustitutioiial  niamlate  to  provide  for  jt lie/ general  welUDeiiis  and 
render  government  more  than  , just  a  handmaiden  to  the^<$orporate;,ei'onomy. 

\V(»  should  eniu't  11. U.  50  because  tliis  nation  vitally/needs It^^Aud  I  want  to 
express  my  admiration  anij.  Esteem  to  uiy  eoUeague/iiibngr^Rsujad^^Hawkins,  for 
his -great  contributions  to  the  cause  of  full  eml)loyment^.ln^most  Vrespects  the 
preseut  form  of  H.R.  50  is  fully  adequate  to  facilitate  the  goal fpf  full  employ- 
ment that  so  many  of  us  are  striving  tor.  But  ther6  are  a  few  provisions  in 

•the  present  bill  wliich  warrant  rcHionslderation  and  some  very  importuutj^provi- 

'  sions  that  exis^iHi  in 'previous  versions  which  a*-e  left  out  ut  the  prestW  bill 
tlfct  ^should  i>e  restofed.  The  goal  of  three  per  cent  unemploym^t  within;  J^Jur 
years  of  enactment,  wlucb  means  at  least  about  tlve  years  from  now,  shoiti<J' be 
changed  to  a  shorter  period  of  time.  Five  years  is  too  long  for  millioh.s  of 
unemploytHl  ueople  to  wait  and  I  think  it  is- well  within  our  capi^bTjities  to 
ai'liieve  this  goal  much  ^sofmer.  I  must  express  u  major  objection  to  the  prior- 
ity and  eligibility  criteria  r».stabll.shed  luuler  section  20(j.  ,T1hs  section  severely 
restricts  the  ,rij!^it  to  employment  by  introducing  considerations  as  to  "the 
number  of  employed  persons'  in  a  household,  number  of  people  economically 

-dependent.  .  .'[or]  household  income  .  .  Qualifying  employabillty  Uy  refer- 
ence to  tho^immlx^r  of  employed  per.sons  in  a  household  will  almost  certainly 
discrinitti^tV  against  th6  employment  of  women.  This  section  may  have  the 
uniuten(i(»t!/c(iSusiM|uence  t)f  driving  male  wage-earners  out  of  the  household.  If 
'  job.^'  ar(|-/to!  be  a  right  there  is  no  excuse  for  a  means  test.  The  language  of 
scrrifla^{)V|;,,subs(H'tii>u  (b)  merely  recohnucnds  tlmt  the  Federal  Reserve  Board 
desi«i  iDi*^ne'tary  policy  to  conL'orau  to  the  purposes  of  the  Act.  We  all  recognize 
thatMtftli^JH  monetary  policy  clearly  conforms  to  the  full  employment  goals. 
ther(^5  is  little  chance  for  this  to  be^accomplished;  I  recommend  the  language  of 
the  pr^vibus  draft  that  stated,  "the  objective  set  forth  in  this  section  shall  be 
binding :ion  all  executive  agencies  and  independent  commissions  .  .  .  including 
t!ie  B»>jvrtf  of  Governors  of  tho  Federal  Reserve  System  ...  If  the  policies  of 
the  Federal  Reserve  Board  run  counter  to  this  Act,  the  President  shall  direct 
the  Board  of  Goverm)rs  tq^niake  the  necessary,  changes  that  are  required  so 

^  that  Federal  Reserve  policy  conforms  to  this  Act.**  . 

Finally,  I  recommend  the  restoration  of  two  more  provisions  of  the  previous 
draft  of  H.Ri  50.  The  present  bill  does  not  contain  any  workable  means  for 
enforcing  the  right  of  employment  either  through  administrative  6r  judicial 

.  relief  meehnisras.  It  is  questionabte  in  the  present' draft  whether  "the  jobless 
have  legal  means  to  obtain  employment^.  Nor  does  the  present  bill, give  local, 
planning  bodies  already  in  existenca^under  CETA  the  capability  to  identify 
local  employment  needs  and  to  adij^Rster  lo,cal  employment  programs.  Such  a 
capability  is  vital  both  to  insure  tlfft  all  ^oups  tp  the  population  have  access 
to  jobs  and  that  the  public  sector  jobs  that,  are  created  ^are  tfie  ones  that  are 
most;needed  where  citizens  live  and  work.  , 

It'is'-my  hope  that  this  Subcommittee  will  take  swift  action  and  report  out 
this  vitally"  important  economic  legislation.  In  the  past  tl^is  nation  has  denuai-' 
strated  incredilde  imagination,  ingenuity*  .energy,  an4' commitment  in  mObll]z-^ 
Ing  its  resources  to  tight  ^n^mie^  Averse  as.  In  WjjEir  ever^tldng  was  possible.  I  " 
consider  the  unemployment  thaFmillidns  of*^ 3ur  ^ople  have  experienced  for  so 

,  long  as  much  a  scourge  as  war.  The  evil  today  exists  in  our  own  society  and 
takes  the  form  of  ah  erosion  of  tl'ie  spirit,  a  confounding  of  beliefs,  a  resigna- 
tion to  things  as  they  are»  no  matter  how  unacceptable  and  unjust.  If  we  put 
our  minds  to  it,  nothing  prevents, us  from/i» obi li zing  oxir  resources  around  the 
greatest  project  of  all — giving  all  Americans  the  opportunity  to  work,  to  pro- 
vide, to  shine,  to  grow.  This  is  the  challenge  before  us.  ' 

Mi:.  Danitcls.  Our  next  speaker  is^  the  Hon,  t)onald  Fra.ser 
from' the  State  of  Minnesota  who  is  Special  Chairman  of  the  Ameri- 
cans for  Democratic  Action. 


469, 


'         "■  .  ^  46S 

-^STAlTMENT  or  HON.  DONALD  JFRASER,  A  JIEPRESE11;i;ATIVE  IN 
•  *c6NGfi£SS  FJtbM  UHE  STATE  OP  MINNBgOJ^  ;> 

ifn  Frasicr.  T  Ayoiild  like  to  subilut  my  statement  for  thejrec^prd, 
;Mr.  Daxiku^v  I  ask  thiit  Conprossjiian  Frasers  stiitemem  .bolTicQi-' 
porated  into  the  record  at  this  point.  ^  . 

,     Mr.  J^'iusER.  1  would  like  to  jitst  ihake.a  few  observations  of  the 
•bill  and  to  underscore  some  of  the  points  that  uro^contained  in  our 
written  testimony.  • 

Fii-st:  I  want  to  conimen^  the  authors  of  the.  bill  and  this  sub^ 
cpmrnitt-ee  for  the.se  hearings.  1  regard  this  as  containing  the  most 
^%iportant  subject  nuitter  that  has  been  before ^Jjii^  Congress  for 
many  rears-  There  is  n(i:mo.r«i^'i^niportant  hlitioual  jRjective  than  pro- 
viding a  job  for  everyone  who  wflnts  to  work.  Anf,-i^)eakinfr  in  iny 
personal  capacities  as  a  Member  6f  Congress,  I  am  Dr6|)ared'^to  sup- 
port this  bilT  m  any  reasonable  quorum  in-which  yoii  (W^)ort  it. 

Having  said  that,  let  me  just  make  a  couple  of  observations.  First 
on  the  policy  questions  that  arc  set  out  in  the  bill,  WtKwould  recom- 
mend  that  the  3  percent  adult  uueniplovmcut  target  should  be 
replaced  by  the  concept  of  a  guarantee  of '  a  job  for  everyone  who 
wants  to  work.  ,  * 

Two:  That  foryour.time  frame  for  reaching  fult  employment  as 
to  whether  find  us  3  percent  or  whether  we.  would  recoinmend  for  a 
]ob  for  everyone  who  wAnts  to  work,  recommend  a  4-year  time 
frame  l^eing  contracted  to  2  years.  "       ^  '     •        t  *' 

Third;  That  the  language  be  strengthened  which  would  seek  to 
insure  that  the  present  and  thts Federal  Rest*rve*Board  are  workin<^ 
withm  the  framework  of  the  gtJals-set  out'in  the  acf. 

No.  4:  We  would  urge  exteilsioh  of  the  opportunitv  «»for  citizens 
participation  in  the  development  of  a  full-employment  plan. 

Now  those  are  issues  that  deal  with  the  wiu-'^that  Ihe  pcfticy  issues* 
the  bill.  .  -  ?^ 

There  Tire  two  otlier  changcfe  which  I  wouldj^ike  to  bring  to?he 
attention  on  this  subcomxnittee.  And  that  has  to  do  with  imnlem^n- 
tation.  First,  in  my  view;Mt  would  be  tfeeful'^if 'this  bimeould  contain 
some  authority  fc^-  the  use  of  wage-price  guidelBies  orcferols 

.Second,  it  would  be  useful  if  this^ill  were  self-executing  with 
resp(.Tt  to^the  inorease  in  jobs:  that  is.  if  Bv  the  enactment  of  this 
.-bill,  there  were,  put  In  jTlace  job  opportunities  for  AmeHcans  who 
want  to  work.  •'^ 

:Mr.  Chairman,  Tot  ihe  just  make  a  couple  ot comments  in  purport 
c\i  ttiese  changes:  First,  oi|ly  ^.percent  target'Yor  adute,  one  of  the 
prp^lems  with  that^  is  tending  obscure  rather  than  to  illuminate 
this  distivs.sing  siftiation  in  which  we  look  at  an  over:ill  averacre 
hgure  th^  coifl^als  the  erifermou.^unemplovmeut  facing  particularTv 
young  people  and,  even  more  critically,  young  blacks.  Currently  of 
course,  we  arc  ai^  aware  that  the  young  blacks  in  some  of  the  ghettos 
of  Amei^ca  are  facuiof  unemployment  rates  of  40  to  oO  percent  That 
IS  obscured  injUe  National  average  of  7U.  percent  unemplovnient 

And,  I  ajfr^ifraicl^  that  the  :^percent  goal  also  tends 'to  obscure 
that  vpry/ealj)roblem.  So,  we  need,  on  the  question  of  3  percent,  I 
think,  to^^anflon  tPiat  and  let  the  question  of  the  appropriate  level 
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qt  uneniplojinent  bo  sort  of  bno  that  is  self-defined.  That  is,  people 
Hioving  iro\^^i  job-to-job  as  they  come  into  the  labor  market  and  tliat 
there  is  soinls^  frictional  iineniployment,  But.^let  it  be  sort  of  self-de- 
lining  so  that  anybody  v/ho  wants  a  job  is  able  to  get  one — either  in 
the  private  or  public  sector.  ,  '  , 

Dn  the  4-year  business,  I  \vould  just  like  to  observe  that  the  Fed-  • 
.eral  Reserve  Board,  in  a  period  of  ,10  months,,  between,  August  of 
1974  and  May  of  1^)75  managed  to  run  up  on  unemployment  levels 
by  almost  4  million  pe6ple.^  It  6nly  took  them  10  months  to  put  4  . 
mfllipn  more  people  out  of  ^vork.  nWe  o\ight  to  be  able  to  do  better  in 
coming  back  dotva  and  stretch  it  out  ovov  a  4-year  period.  So,  I  wou][^  A 
urge  that  yon  takc-ii  hard  look  at  that  time  frame.  > 

^hen,  third,  tliis  problem  of  keeping  the  elements  involved  in 
planning  here  tied  togeflu  i* — I  think  the  concepts  of  the«ij5»ill  is  excel^"^^' 
lent.  It  recognizes  the  ik'tors — the  Joint  Economic  Committee,  the^'^'^ 
Budget Xbnnnitteo,  the. federal  Reserve  Board,  the  President,  the 
Congress — but  I  hope  that  you  will  look  carefully  at  tjie  language  to  \ 
make  sure, that  we  tie"*  in  as  far  a^s  possible,  especially,  the  Federal 
Reserve  Board.  I  luive  liad  it  with  the  Federal  Reserve  Board.  I 
think  they  are  nuts  in  the  *way  they  manage  the' monetary  .policy  o"f 


this  cb\intrv.  The  idea  of  restricting  economic  activity  could  either 
d6wn  'or  oil  prices  has  got  tcf'^tip  pfte  of  the  most 
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i..^Was.eitl?^'  anj;!  if  I  baye  to  choC)se^I 
^**^^s,.  Maymj  .some  day,  'we  will?haVe 
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bring  food  prices  (t<3wn  'or  oil  pn 
'astonishing  propositions  in  modem  lustory.  Aiidf 
lay  behind  the  monetarv  policy  of. the  last  several 
Then,  on  citizen  paHicipatiou--HE^nd  yvhat  we 
there  should  be  i^gionalSiQards  ci^eated  which  Sv^t 
planning  to  haVe  some  inpulNmto  developing  the  fu? 
programs,    ,       A  ,, 

Mr.  Chairman^  Jet  me  jusl  finall^Ngo  to  the  last  tyrx 
more-^vage-pric^c.  controls.  I  accept  tmsyiew  that  ni*^ 
have' that.,  as  we; move  toward  full  emplbyhient,  tho|j3 
inflationary  pmsAiJit'es  which  tend  to  b^  estabtiB^ed. 
that  the  social  costS  of  regidatijig  inflation  tlirouglKuuem 
unacceptable,  It '(falls  too  hard  on  t.6o  many  peojple  %ly» 
disadvantaged  ViTi^f:' at  the  bottoni  of  the  heap;  Aitd;' ^ji/t--^^^^ 
paretl  to  support  publicly,  and  I  do  that  hi  niy' distffct^  tfi^  3^ 
intervention  of  \ya'ge-price  controls  thought|ially"^  carried' but 
an  appronriate  tradeoff  to  deal  witli^spoye  of  the  not  ^jjicu^  social 
problems  m  .society  today;  and,  tliat;i.'3'um''just  Hniited  tp  ptfe;|iipioj»^^ 
ment  but^it  extends  to  the  developmejit  of  crime  and  Hyclfar^  .aitd 
broken  families.  '  '  V^J.;  :  ,  ■if'.  f'lS'^^:' 

Mr.  Daniels.  John,  would  you  givi^  if|^'1c>ur  testhnoiiy  ?  "  ■ 
Mr.  CoxYXRS.  Yes.  .     ^  'V'/^'  '^  •  ^v '        ;.  "'^7^~g\ 

"VVe  have  had    number  of  liearingsj  as^p\i  are  well  ftware,''^aLnct'^  * 
have  hosted  economists  whp  happeriJ^ljjl^'lii^'e^^^^ 
tions  to  the  imposition  pf  wage  and  I^fis^^i^iHK^  econ- 
omist but  tlie  author  of  this  bill  hiv^'^ren  fK^.;^^ 
careful  consideration.  His 'juf^^ent/a^g^^  to 
deal  with  that  'question.    .^.JfSl?'  •     X,  V     -v^ - 

3Ir.  Fraskr.  WelK  I  d 
cent  unemployihent  in  n 
will  t<ike  from  selective^ 
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le  of  oii^  problems  enough  so  that  we  cairhaVe  a  difforent 
^  ialii»g  witli  tliis. 'But,  there  Iftvsn't  been  'enougli  tliscussion 
radeoflf.  i  missed  Dr.  Greenspah/^ro\ind  in  his  views  which 
ar^  l^i^t  o*\of-sjtep  with  the  neetls  of  socMoty  toda  *^* 
Aye^+v  tthcA,,  finally  on-tlio-job  pro^^rain — and  I  :?rocognize  the 
'ffi<^i^ies,^here  but  we  run  the  risk^hat  wef'.coald  pass  this  bill  and 
ithi/jfjf  wouJd  happen.  AVe  run'tfic  \jsk  that  we  could  pass  this  bill 
>  a^^  thp;101()  Unon^ployuient  bill  was  passotj^,  and  will  happen.  There 
^^bu*t  l/c  a  single  more  job.  you  know,  tonl^row  than  there  i^\todaY; 
because  the.  creation  of  jobs  in  tlie  piiblic!* sector Viuder  thij^ll  will 
tequii-o  further  legislation.  It  is  not  self-executing.  And  I  la|Dw  t3iat 
you  know  that  Invt  T  just  want  to  make  that  point  strongly  because  I  ' 
just  think  this  section  of  an  important^^dea  you  are  Avoriiug  with 
'  here  is^that  we  need  to  seek  an  effective  AW^jjis.p.ossibler' 

Chainuan,  those  a}4  the  points  T  ^yant  to  ^Aake.  ^  . 

Mr.  Daxuxs.  T  want  to  compliment  f'ljou  "tor.  vour  re ry,  very 
thoughtful  consideration  of  .H.K.  oO  andTor  the  fecomme;idations 
that  you  have  made  today.  You  have  hu'  persoftal  tfi«nks  as;  well  as 
the  eoTumittee's  thanks.      '  ;  ' , 

I  recognize,  the  author  of  this  bill  as  the  distingnisl\^d  gentleman 
from  California;  INJLi-.  Hawkins,  ^     i¥  ^ 


very  difficult  for  an  indivirlual  who  has:?^on6  tUroifth  2  rears  of  con- 


ferences, listened  to  hniKlrcds  of  thousands  of  .pcrsofts  ^s'they,  we^e, 
represented  by  Avitnesses  from  some  15  tff*26^ei3ods  in  (he  "field,  to 
try  to  impose  a  bill  which  attempts  to  satisfy, thai  liun^t^'r  of  indi- 
viduals. It  is  a  4-  to  2-year  period  which  you  have  iftdi^cqJ:ecV;  I  am 
thoroughly  of  the  opinion  tliat  if  thfs  wero  a  ^-year  provision  i-athef 
^han.a  4Tyear  provision  or  18-montlis  prbvisipu  as  t  or^inally  J^ld, 
■it  might  take  several  vears  to  pass  the  bill.  As -a  yelult  of'making' 
"tluit  change,  we  would  Be  right  back  to  where  we  weB?,  This  renftndl 
me  I  think  it  was  in  195,3  when  Governor  ^tel^ensorit^sfc  <*am^ 
paigued,  he  j5aid,  "I  promise  that  by— I  thmkrit        in  I^6ol^hat  > 
every  Wack  i:)ersQn  in  America  will  be  free"  economicalljjr'^  Irtish, 
;  ..that  we  had  accepted  that  target  ajid  had  Wprk6d  towiiriit.  I  think, 
/  therefore,  that  it  is  a  seribus  problem  and  thaij's 'the  r^eori  ^«^||ave 
ihadc  some  adjustments.    ;      ^  I     fKr  -^1^^^ 

As  to  standby  price  and  wage  controls,  again,  I  thinlPtlSs  bitbwill 
not  be  supported  by  anyone  except  the  most  liberal  indwric^ufi^s  or 
the  most  liberal  economist  if  we  were  to  institute,  in  t£e  very  begin- 
ning of  the  bill,  a^'provision  that  anticipated  price  and  wage^nr 
trols.  I  do  not  think  we  wQuld  need  to,  I  think  iti^rq^g^  fffetJST^U, 
on  an  assumption  which,  bo^you  and  INLr.  „ Gonycrs  deny.  TW-"^ 
why  the  elimination  of  unemp&gt*ment  is  not  inflatic{nar«ijSkow< 
if  yon  assume,  first  of  all,  tKatr^ying  to  reach  3-percenWrnempTSy 
'■'  ment  in  4  yeat^s  is  inflationary^;  then,  I  think  that  .we  are 'on  tha^^ 
-  wit)ug  premise.  We  haven't  determined  that  this  biiris^inflationjiry 
to  the  extent  that  \^e  have  to  institute  ^ndby  price  afi^  ^Ml^  cqa- ' 
trols.  I  see,  however,  that  in  order  to  prevent  Congress 
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*  Ituiniiiistration,  in  tlieir  wisdom,  from  not  advocating  the  passage  of 
j^  full  cmployrtient  bill,  it  may  become  necessary  to  advocate  passage 
(iff  wage  and  price  control.  If  we  have  the  votes  to^  pass  standby 
/;;;;j^>rice  luul  wage  controls,  then  wo  would  have  fhe  votes  to  pass  ILK. 

,W  Bnt  to  say  now  that  this  is  necessary,  implies  that  the^ bill  itself  is 
:V'if\veak  and  that  wo  need  this  protection  in  order  to  get  the  bill  passed. 
'  And  I  disagree  that  this  is  necessary. 
■    Mr.  Fkaseu.  The  question  of  how  much  inflation  wpuld  be  pro- 
.  -/duced  iis  we.  moved -toward  full  em|)loynient  is  hard  to  pinpoint,  of 
]  coarse.  Some  6f  tlie  joints  arguetl  is  that  if  you  go  below  5  percent 
^     now  you  begin  to  lose^f  course,  that  includes  young  people  iis  well 
'    as  adults,  \  . 

'  My  only  piJ^nt,  and  the  main  point  I  want  to  make  is.  and  T 
recog!iize  what* you  say  and  I  know  the. political  realities  hero  is  that 
'     I  atn  }>r^>pti\e<i  to -acobpt  the  tradeoff.  Now,  there  may  be  no  other- 
;    person  i^i  tlie  country  who  is— but  I  am,  ,  '  -    ,  ^ 

I  do^vt  like  coiitrpls  but  I  don't  like  unemploynient  even  more. 
/       Mr.  "liAWKtKs.  The  administration  has  repudiated  them.  Wall 
Streetv^J^Tu-nal  has  repudiated  them,  Stewart-Cirange  has  repudiated 
them,  a'h^.l^^o  ^^^^  see  any  reason  why  wd^  should. 
Mr.  FiteERv^You  mean  the  controls?  '  ^ 

Mr.  IIawkiks.  Xo,  as  a  tradeoff.  I  tWuk  that  the  evidence  would 
support  such  a  'tiling  as  a  tradeoff.  Now,  assuming  that  this  is'true^ 
that  ii?  the  thrust  of  this  bill — that  there  is  not  a  tradeoff — then 
I  i^iink  tlu^t  we  .havi\  placed  ourselves  in  a  very  embarrassing  posi- 
^t^on  to  say/  that  we  ha?xe  got^o  begin  inserting  provisions  that  will 
prevent  a  tradeoff, 
<      5  Not  only 'that,  but  I  thiHk  the  bill  itself  outlines  six 'other  provi- 
sions that  we  feel  should  be  u§ed  before  we  get  toi^he  point  of  even 
discussing  the  controls.  V  '  ' 

Until  we  have. done  that-,  it  sc^s  to  mo  we  should  not  anticipate 
that  controls  aro  needed.  With  respect  to  the  Fecteral  lieserve  Board, 
I  do  not  know  whether  you  have  had  an  opportunity  to  read  that 
section  of  the  bill,  but  I  think  we  do  provide  a  provision  

Mr.  'FKASKR.  /They  have  to  report  to  you  but  there  is  nothing  in 
that  ^•epopfc  tihat  requires  them   . 

Mr,  Haav^viS'Sj  The  l^ill  says  that  they  must  fully  justify  any  sub- 
stantial v^tHatt ion 'from  the  President  s  goal  and  the  recoinmenda- 
tk)ns  coutairi^^  .m^tKe  bill.  > 

That,  at  lea^jb?  I  think,  goes  'a  ,lon^  \Vay  towards  accomplishing  ; 
what. you  want.  It  does  not  take  a\^ay  from  them  the ii;  complete 
independence. . 

Mr.  Fr^nser.  Dr.  Bernstein  will  come  down  and  tell  you  about 
that.  ;  _  V 

Mr.  HAWkiNs.  That  is  better  than  to  come  down  and  justify  his 
position   /  ' 

Mr.  FitvsER.  I  think  the  provisions  in  the  bill  are  important. 

Mr.  HaW'KIns.  Dr.  Bernstein  testified  before  a  Senate  .committee 
and  he  indicated  that  if  we  were  to  give  him  a  goal,  that  he  would 
follow  that  goal.  So,  this  is  an  attempt  to  give  him  such  a  goal  by  ^ 
which  wti'cotild  measure  the  perfo|;mance.  - 
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I  tliink  that  is-ahout  as  far  as  we  have  felt  constrftned  to  go  iit 
the  present  tm.e  What  I. said,  however,  I  think,  will  n„t  4„btra  t 
from  n.v  contr. bution-froni  the  contributions  which  yo»  have  m\ule 
InJuTe  bill  '  ^-'"'"^  ^^-''i^-''  3-ou  have  given  to  suppoS- 

I  think  ho  i)robiibly  wouhl  iijiree  with  me  that  even  in^s  arcsent 
form,  if  we  can  jjet  this  biir  passed  this  session,  we  will  liaveCne  a- 
loiis  way  towards  achiovinf;  the  fjoal  of  full  emplovment;        "  , 

31r  l^ruSKR.  Ihe  conceptual  framework  would  be  iiiilace  Tliafis 
terrddy  important  We  will  not  have  finished  the  tarffft  that  pS. 
.  Mr.  Hawkins.  Obviously,  I  would  bo  thy  hist^'to  afflfcrest  that  this 
IS  the  completion  of  the  task.  I  think  it  is  the  bemnninF^      ti'at  tins 
.Mr.  I"  R.\sKr{.  Eicrlit.  fc>  ^?  , 

Mr.  II.AWKiNs.  Thank  you. 
Mmls  ^  file  gentleman  from  Washington,  Mr. 

Mr.  Mkeds.  Thank  you,  Mr.  Chairman.  v 
Again,  I  do  not  have,  any  questions  but  I  want,  to  commend  the 
gentle.nan  fi^„,  Minnesota  for  an  excellent  statement,  givi   /  s 
some  excellent,  factual  material  and  also  a  good  concept  " 
1  would  like  to  particularly  commend  him  on  his  recognition  that 

'brtlli  o'n^Sss'.  ""^^^f^  ^"^^  ^^"^'^ 

Bill'SlS 'fTnlnl'l"'"''"'^  the  Young  A.lult  Conservation 

iiill  uliich  I  think  he  IS  a  cospoiisor  of,  which  will  begin  to  carry 
out  the  mandates  of  the,  unemployment  problems,  and  which  woidJ 

thii-tr/  w  "'i  "S^^'^^t  f«^'^V",'f^^  "1^1  CCC  concept  of  li  • 

tliirties.,  V,v.  also  have  that  bill  and  we  hone  to  mark  th'il-  ..n 
same  week  that  we  mark  this  bill  up.       '  . 

Mr.  Fh.\ser.  Thank  vou.  :Mr.  Chairman  .  • 

°  fnrl''"  On  behalf  of  the  committee,  I.  want  to  thank  you 

for  vour  appQanince  and  your  constructive  testimony  " 
L  The  prei)ared  statement  of  .Mr.  Fraser  continues  at  this  point  ] 

V  n""]^  fmx'^t^  tlK'  Full  Employnirnt  and  Balanced  &th  Act  „f 
n,ont.^„..  ,.r„,„,.tio„  aiuPa  more  e,.uita..,e.  di^tVilllftiin  ot^^^Z^'^^^rl:^^ 
s^n^.:'^^::^>Zo:Z:i^r^  ''''  E-P'O-V-nt  A^  I  wou.d  .i.e  to. 

..j^a^f  ::.^^7^?iri..d;va-;r^  t,.\ 

'^y^^'}-  "fWitional  leKi.'^Iative  nipchani.^ms  rpquirin".  tlie  PrP-iirt^B^  „r>^  f. 

i::^^t^LSzt "  t,,r;iaT;Ct"hr^^,r?dC.^,, 

B'o.iirtli  national  and  r^kioniil  advisory  hoards  should  I)e  P'itnl.lK-),^.;?  i  J»A. 
inflat'lin.-^'.'"'"^'  ""'^  --^f^e  controls  should  beLtah.is^'kl'o'hricontrol 
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-  473. 

■ .  >  '     ■  ■  •  'V  . 

Tlio  Full  Employment  and  Balanced  Growth  Art  of  197C  Is  possibly  tlio  most: 
crucial  piece  of;  legislation  before  the  C'onj?r<iss.  ADA  su\>prtrts  a  total  national 
comnritment  to  a  national  full  employmi^nt  policy — a  plan  that,  through  joining 
the  resources  and  efforts  of  both  the  private  and  public  sectors,  ensures  u  job 
at  prevailing  nites  for  every  American  able  and  willing  to  work.  Central  to. 
thj.s  bill  Is  tlie  ideal  of  full  emph»ymeiit.  Although  uiuuy  of  the  bill's  concepts 
are  often  assumed  to  be  nationally  acceptable  goals,  here,  for  the  first  time,  we 
have  a  vehicle  that  could  establish  the  gorils  and  programs  of  full  employment 
within  a  strong  legislative  framework '..specific  economic  goals  and  timetables 
prepared  by  both  the  President  and  the  Congress;  closer  coordination  between 
the  Executive  ahd  Congress  in  setting  spending  and  tax  levels  cohslsteut  with 
full  employment  goals;  full  employment  being  the  primary  goal  of  liscal  and 
monetary  policy;  planned  econmic  developnn?nt  rather  than  crisis  oriented  poli- 
cies; development  of  the  nmxlnium  number  of  private  sector  jobs  coui)le4i  with 
a  eommitment  to  provide -public  service  einployment  that  supplements*  those 
developed,  by  private  industry^;  key  consideration  and  resource  aljjucation  be^u^ 
directecl  at  tliose  segments  of  society  In  greatest  need;  and  development  bir  job 
possibilities  that  provide  opportunities  and  production  levels  that  promote 
greater  equity.      ^  v  ' 

This  bill  could  provide  the  me<vb.auism  needed  to  move  us  away  frrtm  <;co- 
iiomic  policies  that  are  no  longer*  applicable  to  present  fiscal  problems  and 
could  set  the  groundwork  for  establlshing"cmployment  goals  and  programs  that 
will  be  truly  re^onsive  to  omployment  needs  in  this  country.  • 

The  rtniHiciiil  and  social  cost.s  of  adhering  .to  theories  that  maintain  high 
levels  of  both  un employment  and  intlatio,n  cail.  no  hunger tolerated.  What 
ecouomic  policy  bji^  witnessed  during  recent  y('ars  is  uu  attempt  at  a  tradeoff: 
liigii  inflation  for  low  unemployment  or  a  lower  inflation  rat^  coupled  winT 
liigli  unemployment  and  low  production,.  Tlie  fallacies  of  tlic.se  a.ssumption.^  are 
now  coming  home  to{rroost  us  we  continue  to  suffer  from  exten<],ed  periods  of 
high  Inflation  and  higli  nnemploj'nient.  ^Ve  are  only  now  begiunihg  to  pay  the 
high  price,  in  terms  of  huni*m  har^lships  and  economic  waste,  that  is  the* 
legacy  of  the  policy  we  lmv(*  pursued  over  the' past  years  of  price  stability 
achieved  through  continued  high  unemployment.  In  1075,  our  Inability  to  estab- 
lish full  employment  in  u  full  economy  cost  the  country  a  .SSafibfeiWlion  (in 
1075  dollars)  loss  in  total  national  production  had  we  been  a)/4  percent  unem- 
ployment. If  we  continue  to  puruse  present  economic  polici(fs. she  impact  of  the 
rjuest  for  price  stability  at  almost  any  cost  is'  critical.  AVfth  the  same  low 
annual  growth  rate  over  the  next  five  years,  us  that  expeifenced  since  1053, 
tiie  economy  will  forfeit  about  J?1.15  trillion  by  1080  in  total  nationaf  produc- 
tion:  $002.5  billion  in  wages  and  salaries;  $0,5:^5  for  an  average  family 
income;  a  loss  of  $230  billion  in  the  area  of  private  bn.siness  investment;  and 
a  $410  billion  loss  in  public  outlays  for  goodsi  and  services.  Without  firmly  and 
quickly  moving  toward  a  full  employr^ent/fuU  pro,<Jnctlon  economy,  the 
lOJiB/woman^years  of  employment  opportunity  lost  bylOSO  will  be  about  15^ 
million.  Not  only  are  the  human  and  social  costs  .suffered  by  this  country-  In  ' 
tiie  name  of  price  stalulity  too  great,  they  are  also  unnecessary. 

AVe  hav6  the  figures  to  document  the  gross  failures  and  weaknesses  of  poli- 
cies moving  us  furtlier  away  from  fuir  employment  in  a  full  economy.  But 
there  are  less  '  tangible  but  equally  danuiging  outgrowth.s  of  the  high 
unemployment/high  Mnflatlon  syndrome.  First,  with  a  large  number  of  people 
forced  outside  the  labor  forcej  depending  either  on  unemployment  compensation 
or  some  other  form  of  government  income  l>enefits,  we  reat'h  a  level  of  even 
greater  disparity  in  income  di.stribution — one  that  begins  to  see  evicn  more 
households  iivinic;  at  levels  we  as  a  country  have  declared  substandard.  In 
addition,  the  loss  in  federal  r&yenues  that  results  from  high  unemployment 
Coupled  with  continued^focus  on  high  defenise  spending  and  prodncti'Pe  ni^ans 
there  is  less  and  less  money  being  channeled  into  providing  basic  social  serv- 
ices to  the  nation.  Production  below  full  production  levels  and^  sharp  drop  in 
potential  outlays  has  proven  to  be  instrumental  in  maintaining  a  schedule  of 
national  priorities  which  Ignores  the  groups  that  really,  need  to  be  given  atten- 
tion and  existing  and  new  programs  that  need  subsbantiaDfinanclng..  ^ 

FULL  EMPLOYMENT 

The  concept  oP'  full  employment  embodies  much  more  than  availability  of 
jobs.  The  bill  defines  full  employment  as  achieving  a  state  where  there  are 


\isefiil  and  rewrt^dinp  cmployinonf  opportunitios  for  all  adult  Amerirlins  williuc 
una  ablo  to  \vork.  Henchin,!?  full  oiuployinoiit  means -not  o^ly  matrhiug  the  tal- 
ents and  abilities  of  individuaLs  with  specific  areas  of  work  but  also  develop- 

^J"F-J^lU^^">T»^i.»t  Ptxss^^  and  priorities-  Full 

eiuployaient  meau^fuU  Production  of  goods  and  services  and  full  purchasing 
power.  The  cone^ttojyn  full  economy  must  be  fwml\^;^ooted  in  a  pattern  of 
distribution  of  ^oods  and  services  eqnsistent  wifff domestic' and  international 
needs.  "a 

Mt.  Chairman,  .tjie  Administrationffwonld  have  lis  bellev^  that  reaching  their 
predicted  level  0.2  percent  uuen|>loyment  V  the  end  (if  the  deeaiie  is  an 
admirable  achievement.  They  woul*have  us  believe  that  the  commitment  to 
full  employment  ^  there,  and  tlie  JTresent  enn)lcvvmeHt  policies  and  prognifAs 
are  providing  the  V^rviees  and  incentives  that  will  reduce  unemployment  to  an 
'acceptable  level."  One  of  the  major  reas(^us  the  Administration  cites  in  Us 
opposition  to  lUl/po  is  that  the  policies  embodied  in  this  bill  would' be  dupM- 
eative  of  existing  programs  administered  at  the  hK»al  level  and  such  tin  effort 
could  only  result  in  "wasteful  overlap,  coijflict  ^letweei^  programs  and 
approaclies  to  a  common  problem  and  ^massive  confnsion  on  the  part  of  tlid 
nnemployed."  Can.  we  seriously  accept  tKe  President's  commitment  to  full" 
emp.oynient  in  ligli^  of  the:  following  statistics:  an  overnll  unemployment  rate 
of  tAi  percent  in  F>ebruary  1970 :  a  14  percent.unemplovment  rate  iii  tlie  state 

.  of.  Rhode  Island:  a  ^9.7  percent  uneniployine'nt  rate  f(>r  urbau  bhick  youth* 
and  a  I'\77  Presidential  economic  pldn  that  will  only  reduepMinemplovmmit? 
to  about  i  percent  J)y  the  end  of  tlris  fiscal  year?  Wc  have  learned  the  hard' 
way  that, we  cannof  look  to  the  Administration  for  effective  leadership  in.  the 
economic  .sphere.  C^u^ess  must  take ,  the  critical  steps  necessary  to  put  the 
nation  on  the  road  t(><?^conomic  recovery  and  full  employment. 

For  the  first  time^'in  30  years  the  Full  Employment  and  Balanced  Growth 
Act  offers  ns  real  hop^hope  that  we  can  quickly  establish  sound  and  respon- 
sive economic  policies  and  programs  that  are  essential  to  achieving  full 
employment  and  fuirproduction.  Supporters  of  the  1946  Employment  Act  knew 
t  le  hill  fell  far  short  of  having  a  long-term  effect  on  manpower  utilization  in 
This  country.  The  Ac^^now  before  the  Subcommittee  moves  ns  light-years  ahead 
T^r^'^^n-p  1/  ^^^^  employment  goals  first  addressed  in  the  11M6  Act. 

liie  iJib  Employment,  Act  offers  us  an  opportunity  to  build  into  the  svstem 
the  very  courses  of  action  necessary  to  ensnre  a  job  for  everv  able  and  billing 
nidivuhial  at  fair  wages.  ADA  is,  however,  firmly  committed  to  the  coRcept 
or  urn  employment  to  eompietely  embrace  legislation  that  does  not  really  fully 

•come  to  grips  with  the  economic  problems  we  are  now  facing  and  does  not  leg- 
islate avenues  of  pursuit  to  achieve  full,  eniplovmcnt  goals.  Little  is  achieved  if 
we  enact  legislation^  that,  even  witii  its  ideological  strengths,  will  take  another 
rfU  years  of  debate  and  ^amending  to  become  a  fully  effective  mechani.sin.  The 
basic  structures  are  clearly  laid  out  in 'H.R.  50;  we  feel  that  with  a  few 
amendments  the  ,1976  Ac-t  can  become  the  powerful  tool  w«  so  badly  need  to 
realize  these  goal^.      -   .         .      *    .  * 

TJIK  hlOHT  BD^  NOT  THE  GUARANTEE  "  ' 

We  have  the  potential  for  reaching  a  full  emplovment/full  production  state:' 
»r''^"nJ;""  unt^niployinent  pe^cQntagc  tliat  is  any  greater  than  this  is  unaccept- 
fthle  The  goal  of  ieachin?r  3  percent  unemployment  ^fWr  the  adiilt  population 
wKhin  four  years  does  not  ^ove  us  fully  or  <^nickly- t&U-nrd^^ichieving  a  full 
i?mployment/full  production  tsituation.  Rate?^  of  nnemipiovinent  are  virtually 
meaningless.  The  full  employment  goal  established  by  the  Act  should  mean 
achieving  that  level  which  allows  every  Individual  wishing  employment  to  have/ 
a  job.  Due  to  occupational,  industrial  tind  geographic  mtbilitv,  some  level  of 
fric^ional  unemployment  -^ill  always  exl^^t.  Achieying  thV  minimum  level  of 
frictional  unemployment  iL^  corfiidered  a  long-terni  goal  ck  the  Full  Employ-  , 
ment  Act— a  goal  that,  under  tlie  pre^f  bill.- lacks  specific  methods  of  imple- 
mentation. Reaching  a  3  percent  adult  fihe^ployment  rate  includes  more  than 
just  the  frJctionally  unemployed,  ft  is  relatively  eQs-y  *b  legislate  the  right  to  a 
job,  but  that  r^ght  means  nothing  without  measures  that,  guarantee  that  every 
Individual  who  wants  a  job  wilfci^e  ahl6  to  find  employment.  By  setting  a  3 
percent  adult  goal,  we  can  be  surS  that  more  than  the  frictionally  janemploved 
will  be  without  jobs.  Fftl  employment  should  be  defined  as  the  opportunity  for 
employment  at  wages  commensurate  with  the  job  for  all  individuals  able  and 
willing  to  work.  Without  specific  mechrftiisms  to  bring  the  real  rate  belowS 
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percent,  we  fcnr  that,  the  3  percent  poiil  will  become  the  acceytod  level*  of 
unemployment;  If  this  liappens,  some  type  of  needs  test  will  be  developed  and 
specilic  segments  of  the  population  will  he  excluded  from  the  workforce.  It  is 
- .  P  n  J  y_  too  •  1  i  k  ely  th  at  those  g  n  )u  ps  k  ep  t  out  of  U  H\  J  oh .  ma  rkeLiwl  U  i  ncl  ude  la  ri;e 
ivumhers  of  women  and  Hulivldual«  with  adequiite  finaiiciujf  reyoiirces. 

Without  setting;  a  specitic  for  Uim-adults,  what  happens  to  the  young 

person  looking  for  a  Job?  By  only  including  adults  in  that  percentage,  we  can 
be  sure' tin  a  the  unenipy)yment  rate  for  the  entire  population  will  be  signifl- 
^' cant l:y  higher.  The  level!  of  itr^  iiiploy  ulT'nt  for  young  adults  a n(J  teenagers  has 
always  l^een  higlier  tJrf)n  thbstV  for  the  adult '  popujatioa.  In  January  li)70, 
while  thO  overall  uu^Uoyii'ient  rate  for  adults  was^  5, 4  pereent,  the  young 
adult  (20-l!t)  unemployment  rate  was  i:i.O  percent  and  for  teeiidlgers  (1(>-10) 
it  was  percent.  Nearly  one-half  of  the  number  of  unemployed  individuals 
are  under  2o.  There  are  several  economic  problems  uni(>ue  to  the  young  unem- 
ployed— the  hick  of  prior  job.  experience  to  develop  umrUetable  skills ;  iiieligi- 
•bility  for  unemplpynu^nt  conip^'nsation  ;  and  existing  linancial  re-spousibil^ities 
as  lieads  «)f  households  without  having  aceunuilated  savings.  But  tht  psyclio- 
logiral  and  stKial  iniplieati<»n,s  of  a  large  unemployed  segment  of  the  populi^- 
tion.  anr  also  great~th,e  frustnUions  and  bitterness  of  disappointment  and  ittle- 
ness  are  rarely  channel  led  into  constructive  directions.  Tlie  Full  Employment 
Art  re4N)gniz(?s  th»^^^c\ii\  cireumstancf s  and  problems  of  the  unemplo;^'ed 
youth  and  sets  ar  very  soi^nij  framework. for  a  comprehensive  employment  pro- 
grain— coinbinh/K  existing  numpower*  programs  witli  the  credit iouv.of  new 
youth-oriented/ jWl)  t)ppt>r^i!uties.  Because  the  lull  does  not  set^^jjeeitlc  target 
goals,  both  ynterirfu  aiid  Uhig-term,  and  dcK's  not^  provide  sp(^bific  measures 
e^i,4surlng/in/lenirntati'oa  of  y()iith  employment  policies  and  full  utilizati»)n  of 
youth  r^^oift-(?es  in  oui?"ecci^c>niy>  we  will  continue  to  offer  empty  promises  to  a 
crirical  poMion  of  our  p4i>Tih\tion. 

Finajl.v,^we  are  now  .Co'irsulering  a  time  frame  of  four  years  to  bring  unem- 
ploynHjnt  dowii  to  a  15  percent  levi'l.  With  full  iind  immediirt(«  implemeniation 
of  the 'supplementary  counter-cyclical  and  structural  employment  policies,  the  3 
percent  interim  goal  cixii  bo  realized  within  a  two-year  period,  WI*A  provid(«d 
^3.5  million  jol>s  wiien  the  labor  force  was  only  GO  p*Teent  as  large  as  today's 
and  did  it  quickly.  Through  prompt  effectuation  of  Title  11  provisions,  rediic- 
ing  the  time  frame  by  two  years  will  not  be  any  les.«$  practical  or  involve 
■greater  gut  lays  than  achieving  3  percent  adult  unemployment  over  a  four-year 
period. 

PUBI.IC  vs.  PHIV.\TK 

Before  recommending  several  other  ^Hanges,  %  would  liko  to  speak  to  one 
area  of  the  bill  that  receives  a  lot  of  critical  assesr;ment.  Many  opponents  of 
the  197()  Act  give  a  greatrdeal  of  emphasis  to  tlie  federal  government's- provi- 
sion puWlc  service  jobs'.'  The  major  focus. and  intent  of  the  bill  is  to  offer 
the  types  of  ecbnomic  stimulus  n^eessarj'.  to' maintain  a  high  level  of  economic 
activity 'SO  that  lobs  will  be  available-^kiwihe  private  w?etor.  Mr/netary  and 
fiscal  policies  are  to  be  coordinated  to  maintain  purchasing  power  so.  private 
consumption  can  stimulate  business  investment.  Through  more  adequate  |^co- 
nomic  planning  and  mov,e  effective  use  of  graining  and  employment  programs, 
the  private  sector  will  have  greater  potential  for  dealing  with  structural  arid 
cyclical  unenfiployment.      -  " 

Beyond  this,"  however,  responsibility  for  reaching  the  full  en^loyment  goal 
falls  on  the  gfPT^rnment,  either  through  grants  to  state  and,  local  units  to 
creafe  Job  programs  or  through  public  service  jobs.  The  cbncept'of  public  serv- 
ice emplbj>ment  serves  a  much  needed  dual  purpose— the  a^ctual  creation  of 
jobs  for  those  individuals  who  have  exhau.sted  all  other  possibilities  without 
securing  employment  arid  the  creation  of  a  job  reservoir  that  importantly  fills 
nationar  needs  not  being  met  through  the  priyate  sector.  The  vision  of 
hundreds  of  Individuals  roaming  the  streets  and  parks  of  our  cities '  raking 
leaves  is  empty  when  one  realizes  the  real  gaps  in  the  provirsion  of  goods  and- 
fjervlces  public  service  jobs  could  .fill— in  education,  health,  c^iild  care,  conser- 
vation, the^arts  ana-the  general  quality  of  life. 

^       ECONOMIC  PLANNING  ,         *  . 

One,of  the  major  components  of  this  bill  is  the  framework  itisets  down  for 
comprehensive  economic  planning.  "We  pan  no  longer  -sa'nction  the  development 
6t  piece-meal,  crisis  oriented  approaches  to  economic  planning  and  manpower 


Utilization.  Both  ^lio  Congress  and  the  President  must  actlvcljf"  assume  respon- 
sibility for  developing  those  areas  of  ijrivate  and  public .  industry  which  >vill 
benefit  from  oxpanston^aixd  offer  ^)ractleal  and  useful  employment  possibilities. 
High  coiisi(lerarh)ii  must  be  given  to  those  areas  of  the  country  and  those  seg- 
-meiits  of  the  i)opul;ition  experieiicing  the  gr^^atest  need. 

'In  enacting  H.Ii. -50  we  niust^be  sutc  that  there  will  be' compliance,  in  all 
spheres,  wUli  the  provisions.  Tlje  strongest  vehicle  avaiIttble„to  this  country  to 
ensure  a  turn-aroimd  in  current  economic  and  enii)loyment,sitimtioi}s  arid  d 
reordering  of  our  luitioual  priorities  Is  "the  federal  budget.  "It  Is  oiily-  by 
maliing  approi)riurion  levels  truly.,  responsive  and.by  creating  legislation  setting 
^nt  new  prognuus  r,()  lueet  pjpes^tly  unmet  or  inadequately  met  deumnds  that 
we  will  be  able  to  ac'liievt*  tireljeyiel  of  euiployuient  and  i)roduetion  necessary  to 
sustain  a  full  ecou«nuy.  The  bill  jestablislies  detailed  procedures  to  followed 
by  both  the  President  and  tlie  Congress  in  order  that  full  employment  i^ouls 
areVused  as  ol)jectives  in  appropriation  decisijuis.  As  the  bill  now  shinds,  lu)\v- 
ever,  these  11  d  mini  hie  a  n(l  necessary  provisions  will  do  little  more  than  offer 
possible  giiidellne*s  in  developing  l)U(lgetary  policy.  ' 
"The  key  participants  in  establishing  eoom)mic  poli^'y  in  tlus  country  are  the 
Congre.^s,  the  I'resident  and  tl'ie  K(»deral  Ueserve  l^oard.  Each  of  fliesii  ele- 
ments is  brought*  into  the  fuU  employment^  i)rocess  as  established -in  the  bilk 
We  wfudd  like  to  think  tiuit  tlie  involvement  of  all  these  units  would  produce 
a  (*ooi-diruited,  balaneed  jM)licy.  At  no  poiut  In  thc^  process.  ho\h'ver,  are  there 
legishitive  uiechanisms  ensuring  that  fidl  employment,  production  and  purchas- 
ing goals -are  adhered  to  as  the  annuhrbudgct  is  put  together. 

'IMie  role  of«4he  JPX^  should  he  liistruitienthl  4n  titfgeting  areas  of  need. 
•Under  the^  bill,  the  JE('  is  n^iuired  to  submit  to  l)oth  lUijJget  Committees 
niuuerical  goals  U)v  emi)h*{iment,  production  and  purclmsing  power  necessary  to 
aeliieve  targt»t  levels  of  emi)hj^ment  and  recomuiendations  of.liscal  and  mone- 
tary i)olicy' in  keeping  with  tliese'|^o:ils.  Obviously,  such  reeouuneiulations  could 
provide  tlie  arena  forftiie  t|evelopiiuMit  of  a  more  .resimnsihle  bu(Igt»t.  But  with-  - 
out  also  grariting  the^.lEC 'tlie  nutlM)rity,  to  roromnuMid  i)riorities  in  terms  of. 
employment  utilization  and  appropriation  levels,  there  is  no  assurance  that 
acliieveuuMit of  these  goals  will  bt?  pursued  along,  lines  consistent*  with  national 
priorities,     ,  /         '  ^ 

In  developing  the  first  concurrent  resolution,  the  Budget  Committees  are  not 
bound  to  hold  to  either  the  JEC'>'  goals  t)r  the  President's  economic  idan.  Upon 
nceipt  of  the  .1E(^  report,  the  Budget  .Committees  will  develop  ah  economic 
phiri  prt'sumably  using  the  rec(uuniended  .lEC  goals  necessary  to  achieve  full 
employment  and  production..  Thi.s  plan,  which  would  be  included  in  the  lir.st 
concurrent  resolution,  woulrf'tlien  be  used'  fo  guide  the  conuiiittees  as  they 
be^in  the  appropriations  proces.s:  While  tlie  Act  stresses  the  need  for  Congress 
to  iise  these  goals  in  debating  aiid  estahlishiftg  long-term  i)riorities,*crtmpliance 
with  the  .TEC  recommendations  is  not  mandatory.  If  the  concurrent  resolution 
contains  niodilications  ,of  these  rcctUiiniendations,  all  the  Budget  Committees 
are  recpiired  to  do  Is  explain  the  rt'asons  for  the  changes;  as  thi^  bill -i«-cni:- 
rently  writi^en,  there  is  no , mechanism  requiring  the  Budget  Committees  to  use 
the' recomrjpen(led  go^ils  aiul  the  JEC  has  no  avenues  of  recoiirse  to»  ensure 
these  goals  are  met.       ' ' '  ') ^       ■  ^   \  \  ii.,,. 

^  .  INltlATTVE  STILL  AVITH  THE  PBESIpK.NTj.  '  ^} 

Adoption  of  the  rf)ngressional  economic  ..plan  embodied  in  the  concurrent  r'esl 
olutlon  does  not  bind- ei.ther  the  President  or,  the.  Federal  Reserve^  Board  to 
luirsue  courses  of  action^  consistent  w  ith  thft, goals  included  in  the  Congr^}^- 
sional  plan.  Having  reviewed  the  CongressiVs^faV:  phiij^  the  President  fs  free  to 
take  "whatevei--fR'tion  deenied  appropriate."*-'^ The  initiative  for  settinj^  budget- 
ary policy,  therefore,  still  yests  with  the  Adrliinistrfttion.  The  absence  of  Exec- 
utive coniplianct^with  the  Cougressional  plan  lerives  the  door  wide  open  for  a' 
continuation  of.  the  kinds  of  Imdgetary  battles  wb  have  witnessed  over,  the  past' 
years  bptween  the  President  and  the  C^grt^ss  ,and  for  citntinued  TrK(r~or  the 
PresidenTiar  veto  In  the  name  of  econosfii'  waste.  The.  .sections  of  the  bill,  set- 
ting out  responsibilities  fo^the  Federal  Keser^ve  Board  repTipsent  an  enormous 
step  forward  toward  more.^esponsive  monetary  policy.  For  the  firs(  time,  the 
Board  would  be  requircd^lTV  submit,-  to  the  President  and  Congfess^  the  mone- 
tary strategies  it  plans  to'  pursue  and  justify  those  areas  Jhat  are  hot  in  line 
with  the  economic  goaJ.»;'and  timetables  proposed  hy  tlie  Congresft  and  the 
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President.  Trie  President  can  exert  a  cfiftaln  amotintJ^of  pressure  S)n  the  Board 
to  bring  Iti^  po^qies  into  greater^  harmony  with  employment  and  production 
goals,  but  in  "  nib  way  muH  the  Bliard  coordinate  its/ policies  with 
Presidential/Congressional  policies.  Requiring  detailed  explanations  as 'to.  why. 

^  tlie  Board  feels  compliance  is  unf<^siblc  does  move  us  much  closer  to  coordi-; 
nated  and  planned  economic  development.  The -assumption  thut  the  most  yound 
policies  and  goals  will  he  achieved  if  there  is  greater  cot)rdination  and  cooper- 
ation among  the.sc  three  units  is  not  pnl>-  vnlid  but  necessary.  We  do  feci, 

,  however,  that  with  the  addition  of  stronger  language  mandating  thi^i  coopera- 
tion by  both  the  President  and  t}\e  Federal  Reserve,  the  goals  and  priorities  of 
the  bill  will  be  fully*  reahzed.   .  .      ,       .  *  ^ 

.  ^         J    ^  CITIZEN  PARTICIPATION 

One  of  the  basic  elements  essential  to  the  success^  of  HiR.  .50  is  the  invdlvc- " 
ment  of  a  large  number  of  individuals  and  organizations  if^  thc  deveJopment  of 
goals  and  timetables.  The  deT<?lopmcnt  of  a  number  of  alteruative  strategies 
and  goal.H  through  a  national  public  debate  is  key  to  ensuring  that  final  poli- 
cies and  programs  will  really  focus  on  the  most  Orucijvl  areas  of  demand.^jEven 
with  all  the  now  safeguards  built  into  Hli.  50,  the  fllbsenc6  of  strong  citizen 
participation  throughout  the'  entire  process  of  fsetting  goals  lind  priorities 
leaves  UK  with  t^e  i>ossibilifj'^hat  economic  polici(?fe  of  . the  future  will  continue 
to  be  unresponsive  to  our  economic  imd  social  failures  of  the  past.«  The  very 
existence^  of  a  national  public  debate  'and  the  range  of  alternatives  that  would 
be  generated  from  siich  a  forum  is  essential  to  establishing  the  grass  roots 
influence  necessary  in  the  development  of  'effective  and  responsible  prograins 
and  policies.  Pres^ntly^  the  hill  allows  for  the*  optiou  Of  inibUe-!K»ariftgs  inlti- 
at^Hl  by  state.-i}fficiftls  after  governors  have  rei'eived  the  President's  final  eco- 
nomic plrfh.  Wc  know  only  too  well  the  lack  of  impact'  any  .proposafs  coming 
out  of  such  a  gathering  will  have.  The  final  hill  should  include  language  that 
ensures  creation  of  regional  ittards  with  access  aridninput  Jnto  the  entire  devel- 
opmental process.-  ^  . 

'  W.\OE  AND  PRICE  CONTROL         „     ,  .  ' 

Finally »  on  the  Issue  of  wage  and  price  contro^  we  wpuld  like  to  ensure  that 
9uch  controls  would  be  instituted  in  times  of  unacceptably  high  inflation.  Siich 
-.controls  must  particularly  apply  to  administered  irSiustries  where  the  degree 
of  control  over  specific  markets  consistently  results  In  prices- and  profits  com- 
pletely out  of  line  with  other  production  uniti?.  Historically  wage  increases j3r 
decreases  have  followed  the  ui»s  and  downs  of  prices.  Full  conisideration  must 
be  given  to  the  vieiw  of.  labor  as.w^ge  controls  of  the  past»  particularly  those 
instituted  by  the  Nixon/Ford  administrations,  have  proven  to  result  in  greater 
^  income  inequities.  We  do  beieve  that,  if  faii^  wage  controls  are  combined  with 
'  strong  controls  on  prices. and  profits,  labfigr  unions  will  be  able  to  support  auch 
anti-inflationary  measures.  The  basic  f6<?us  ^must  be  prices  aud  profits  which 
can  be  efreittively  held  steady  or  reduced  when  controls  are  temporarily  and 
selectively  applied.  While  wage  controls  may  be  applicable  under  certain  condi-. 
tions,  we  must  ^make  sure  that  an.  individuars  spending  power  is  not  dimin- 
ished by  a  rise  in  prices,       c  •  '  .' 

_    ^'  "  CONCLUSION    u  /,  ^    \,  , 

•  ADA  strongly  supports  the  concepts  and  spirit  embodied  in  the  Full  Employ- 
ment Act.  For  the  first  time  in  30  years  this  offers  the  American  people  a 
chance  to  begin  pursuing  economic  policies  that  willJ)ring  ^i^  to  full  employ- 
ment, fulljSteductiou,  a  high  level  of  i>rosperlty  and  greater  Equity  in  distribu-* 
tion  of  inW^ie,  goods  anil  services.  Bkit  the  bill' must  also  present  all  uiiits 
involved  with  complete  and  decisivi*  ilqjfthpds  of  obtaining  these  goals.  We  com- 
mend Senator  Humphrey  and  Congressman  Hawkins 'for  developing  realistic 
guidelines  to  move  us  ^rapidly  toward  the  goal  of  establishing  th€  right  to 
work.  The  ideal  of  full  employment  must  be  acjiieved  quicWly  before  the  finan- 
cial, social  and  P^ycirolo"grair«ramifications  of  high  tnymiployment  become  tgw^^ 
.deeply  rooted.  But  uhless  the  suggested  changes  are  incornflrated  'into  the  byl, 
it' too  will  fall  sliort  of  achieving ^e  guarantee'  of  a  job  at  fair  wages  "for  alL 
willing  and.  able  Americans.  We  can  ho  longer  pass  legislation  today  whOKf 
effects  wlft  not  be  realized  for  years  to  come.-In  passing  tl^e  1076  Full  Employ- 
ment Act,  let  us  be  sure  the  guarantee  of- the  right  to  work -is  realized  with^fa 
,  the*jtime  frame  established  in  the  bill. 
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K-       Mr.  DA>rtFxs.  Our  next,  speaker  is  Hon.  Bella  Abzu  cr,  Goiififress- 
Vonip  from  the  StAte  of  New  York.  .   .  -  , 

^  ■   •  •.  ■•'«>■■.       ^  ' '    »  ' 

■  .        STATEMENT  OF  HON.  BELLA  ABZTJG,  A  Ril^SESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK ' 

*        Apzn^;.  Good  nioming.  I  nm  c^lad  to  have  the  qliance  to  be 
Uoi-e'ht  Jast,  althouy)  I  enjoyed  listening  to  botlr  Dr.  Greenspan  and 
:   niv  colloH^nies  on  ahd  otl'  the  connnittee/I  ask  unankinons  consenjt  to 

•  _  nisert  my  full  testimony  into  the  record  ut  this  point.  ^ 
*    y    ,  .^fr-  Paxiels;  Is  there  any  «)bj>iction  ?    ^  ^  •    /  *       ,  , 

•   •  D*^o  response.  I  ,  *.  *  •  «.     '  - 

'  '  . .        IXvNiELs.'Hearin^  none,  it  is  so  ordered*    ^    v        .    -  .  v 

•  /  Ms^  -^izro.  I  particidarly  want  to  compliniei^,  Mr.  J^a^^-ldn^  who  ' 
■  '      |»ii'^-li»l^>^^^^    so  Ipn^r.  I  hope  we  can  re^Oize  now  the  final  passage  of 

the  bill,  partuMilnrly  since  the  need  has  been  so  amply  deniohstrnted. 
■  ^       J  have.  a\;renuirknble  amount  of'  ndmi^jitioa  for 't4ie  .numbiei'  of 
«    phices  he  h'a3  been- and  the  nunj)er  of  eliorts  he  has  made' to  make 
\   -  a  .popular  isaue.  l  think  the  only  wav  we  are  goiuff  to  get  ^his 
legiislation -passed,  even  in  its  present  form,  which  Ma vo  some  dis- 
with,  Ls  if  it  is  popularly  understood,  a'ftsi^if  members  of 
(  ougi^raMiear  about  it  from  their  con-^titueuts,. which  I  assume  thev 
,wi'M.         .      ...  ^  ■  '  '     ^  J.       ■  ^  ' .. 

V./  T  agr^ft  with  some  of  the  testimony  . given  previousl  v.  I  just  .want 

ta  go  throtigh  ii  "few^hijigs  to  give  mv  ov^'n  reaction,  Bbth  of  tlve 
witnesses  before  mQ^taUced  about  a  more '  geiierali^t^l' view  of 'the 


right full  eniiXoyriient.  T  agree  with  iJiaf..- 
The*  reason  T  affree  witli 


nth  that  i^  that  T  think  the"  fol;{is  of^  fdl 
eni.p  oymeiit  f(^r  the  Xation  is  a  f(.  us.  m,:iv,  thai  has  to  be  enipha- 
si>:e(U for -those  who  have  been  at  a  p:n  i  uuilar  tlisadvaiita«^e  in  the 
.Jabt)r  market- 


l^re  are' factors  ui  tliisijill  which  may  not"  make  that  possible!- 
ofUlly  enough.  Those  peot^e  are  women. minorities.  youtTi,  and  oKler 
..  person.s  who>have  suffered  the  effects  of  the  recession  most  acutely,    '  • 
Voir  have  probably^had  lots  of  peopje.  rec^  oft' "^tafistics,  so'f 'am 
not  goiii*  to  .Vvaste  your  time  With  it.  As  a  result  pf  a  scareitv  gf' 
'Uiieniploymeht.  the  gains  that  disadvantacred  groups  have  made  in. 
the  past  decade  are  being  quickl^^  eliminated.     *    .        •     ^  .  . 
-  Women  and  minorities  have  only  recently  gainecj' access  to  the  non- 
traditiomvl  occupations.  They  h^ive  the  least, senibntv  and  thus  they 
•are  the  fii^st  to  be  laid  off  in  hard  times.  For  exam]Dfe.' New  York  City 
recently  lost  half  of  its  Spanish-.speaking  workers,  4  percent  of  its 
black  males  and  one-third  of  its  female  worker's.  They  were  lust 
•  wjpod  out  of  the  employment  markat: 

So.  this,  bilk  if  it  is  going  to  do  auythiiig,  has  got  to  reach'fhai} 
market.  :XoW'L  think  that  the  bill  as  it  now  is  in  process  has  made 
some  v6r\' important  improvements.  - 

.    It  has  been  ^strengthened  by  the  addition  of  fiscal  azid  monetaryV 
•mechanisms  to  insure  tlie  balance  of  economic  growth  and  to  avert  ^ 
^    tincontrolled  inflation:  it  incorporateSj'^some  of  the  bifdgetary  and 
credit  allocation  mechanisms  suggested  by  the  current  debate  over 
nat^ional  training and  the  provisions  for  countercycIicaT  programs  ■ 
and  grants  in  State  and  local  govcrnmentsis  very  impprtant.   ■       '  ; 
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Having  dealt  specifically  witli  that  issue  in  niy  work  on  the  Public 
Works  Committee,  I  am  glad  it  is  in  this  bill. 

Since  the  Hawkins  bill  is  intended  as  a  commitment  to  the  expan- 
bluA.  of  i'xuiiuiiilc  freedom  for  all  AmoYicnTis,  my^mpntpst  concfim 
about  the  bill  at  this  point  is  whether  it  does  provide  that.  , 

Now,  I  am  making  several  points  which  were  made  previously, 
plus  some  additional  points.  I  am  very  aware  of  the  fact  that  we 
want  to  get  this  legislation  out  and  get  it  passed,  but  I  do  not  want 
to  bo  in  the  position  where  we  have  not  really  together  made  every 
effort  we  can  to  make  sure  that  the  people  we  really  have  to  strike  at 
are  going  to  be  benefited  under  this  bill.  It  would  be  cruel,  if  after  - 
we  passed  it  it  did  not  real)  v  benefit  these  groups.  . 

I  feel  that  the  definition  of  the  3  percent  unemployment  goal  is  a 
weakening  of  the  bill.  Full  employment  was  defined  in  the  previous 
draft  as  the  number  of  full-time  and  part-time  jobs  to  be  provided 
for  all  adult  Americans  able  and  willing  to  work.  _ 

This  definition  has  been  circumscribed.  Fii-st  the  addition  of  the 
phrase  "seeking  to  work/'  and  the  elimination  of  the  reference  to 
those  not  in  the  oflicial  labor  force  perpehiates,  in  my  opinioif  an. 
artificial  distinction  between  the  active  work  force  and  the  undilfer- 
entiated  work  force.  .  . 

This  group,  for  example,  includes  a  mimnium  of  4  million  adults 
who  have  dropped  out  or  have  been  pushed  out  of  the  labor  force.  It 
also  included  the  groups  I  mentioned  before.  ,  \  , 

Second :  The  definition  assumes  that  it  -iS  impractical  to  reduce 
unemplovment  below  an  oflicial  ^-percent  rate,  and  that  tlie  final 

OTal  is  4  vears.  ^  .  ' 

There  are  a  number  of  difficulties  with  the  use  of  3  percent. as  an 
index  of  full  emploAinent.  We  know  that  when  that  is  the  overall 
figure,  it  is  much  higher  among  these  disadvantaged  groups. 

Now,  this  problem  has  been  raised,  and  you  have  heard  experts  on 
this  subject,  and  T  do  not  pretend  to  be  an  expert,  except  that  it  is  a 
subject  I  have  been  dealing  with,  and  is  an  interest  that  I  have  had 
for 'ftianv  vears.  '  ^  ^     ,  j  t> ^ 

I  read  some  of  the  testimony  of  Stanley  Moses 'and  Bertram 
Gross,  I  think— I  do  not  know— maybe  it  is  the  Equal  Opportumties 
Subcommittee— and  there  is  a  lot  of  information  on  that  issue. 

I  do  a  small  rundown  of  some  of  the  actual  statistics  here  which  - 
show  that  when  vou  have  unemployment  at  3.3  percent,  which  is  the 
rate  for  white  males,  the  female  white  uneniployment  is  higher— 

percent.  ,  •  ,  -      i  I-  -a 

The  statistics  for  black  workers,  male  and  female,  were  ^igmti-  • 
cantlV  higher  with  black  males  experiencing  4.9  and  black  females 
G.l  percent.  The  oflicial  rates,  do  not  take  into  consideration  the  mas- 
sive teenage  rate  of  unemployment.  ,    i.  o  i.9  t^-" 
So  what  good  is  a  national  unemplovment  goal  of  3  percent  f.  It 
provides,  this  bill  does,  that  the  President  develop .  youth  emplo^^ 
ment  programs,  but  it  provides  no  ultimate  goal  to  reduce  you^ 
unemployment.                                              > ;  . , 
A  tolerable  average  level  of  unemployment  fit  3  percent  would 
mean  that  6  percent  is  tolerable  for  minorities  and  over  12 -percent 
is  tolerable  for  teenagers.  These  groups  will  never  reacji  even  a 


^  ...481 


*  •     .        «  • 

.  ^    3-pcrcent  iineiriploymojit  if  tlijjlVis  to  be  the  ultimate  average  goal, 
aslsefcit.  •  ^'        *.         '  ' 

;    I  have  been  dealing- recently  with* the  unique  pyoblems.9f_^yer  the 
*        age  of  -lO.  1  ney  are  "Very  unique  and  their  problems  are^^iored. 
Despite  acts^)which  ^eliqiVeOn-ithe 'books,  these  workers -face  consid- 
erable barriers  to  obtHUiinj^flew'enipl&vment.  "  > 
^        In  1975,  unehiployiileiijt  averaged  1.6  mHlion  for  thVniiddle  agefl. 
and  the^ older ,??^orl(Jai^.  TWs  is  probably  one  of  the  highest  Jev^ls  in 
.  history.  It  ijfeestinmted  that  a  million  formerly  employed  men  and  ^ 
worpen  bet\?^^n  the  ages  of  40  an3  62  hiive  given  up  the  active  «; 
search  for  wOrk.              •  .  .  > 

I  have  some" legislation,  and  others  1  a;m  sure  have,  fhat  I  hope 
will  deal  with  that  problem  specifically,  but  I-think  that  this  elemeuf 
IS  missing  in  the  bill.  ,  ;. 

Tn  the  prior  discussion  it  was  stated  that  we  have  met  the  cjial- 
lenge  in  waijtime  but '\ve  cannot  do  it  in  peacetime,  of  rediicing 
jm^ji|)l^inent  beyoi\d  3  percent.  I  think  if  you  have  a  national- pro- 
gram where  there  is- a  national  plan  and  a  national  will,  that  it  can 
be  done.*  »> 

^  That  is  what  we  ha(t  during  the  war.  We- had  a  national  program 
and  we  had  a  national  will.  The  country  was  united.  That  is  one  of 
the  ways  in  which  you  can;nccomplish  these  things.  .        .  . 

♦  As  a  matter  6f  facjtv  I  find  it  fcry  threatening  to  hear  people  sav, 
that  if  this  is  passeclrhat  "people  will  cpme  out  of  the  woodwork 
Jookirig  for  ]obs."  This  is  philosophically  something  inherent  in 
some  of  the  changes,  lihink,  that  maybe  others  feel  are  necfesarj^to 
pass  the  .bill,  but  I  think  we  should  not  yield  to  this  kind  of  tjiing 
because  to  the  extent  this  is  true,  that  people  are  going  to  come  out 
of  the  woodwork  looking  for  jobs,  it  is  a  combination  of  how  we 
havelived  and  what  our  past  policies  of  neglect  have  been; 

We  have  an  opportunity  to  revitalize  our  society,  and  so  I  thinks 
we  have  to  do  that.  I  think  that  the  right  to  fulLemployment  should 
■  ,      be  extended  to  all  Americans  able  ana  willing  to  work,  and  that  3 
^     percent,  if  we  have  to  have  it,  be  defined  as  an  interim  goal.  " 

That  does  not  preclude  other  efforts,  rather ^than  to  make  it  the 
final  goal.  The  effect  of  limiting  the  right  to*  a  job  "has  been  men- 
tioned by  two  of  the  witnesses  before  me.  Such  priority  criteria  are 
contained  in  section  206(e).  c 

All  of  those  factors  which  are  included  will  work  against  the 
gro'ups  tliat  I  have  talkcol  ajpout  who  are  really  desperately  in  need 
of  this  loind  pf  fegi.slation.  For  women  in  particular,  section  20G(e) 
could  be, devastating. 

Women  seek  work  for  the  same  reasons  that  men  do, 'out  of  eco- 
nomic need.  Tlu\y  hiiv€  entered  the  work  force  ih  increasing  numbers 
'  and  are  just  beginning  to  gain  access'to  new  fields  and  higher  posi- 
tions than  in  the  past. 

Seniority  positions,  as  I  mentioned  before,  that  exist  niainly 
because  jobs  are  not  guaranteed,  Jiave  worked  consistently  against 
,  them.  As  I  indicated  earlier,  in  New  York,  One-third  of  the  women.  * 
municipal  worFcci-s  have  already  lost  their  jobs. 

More  and  more  married  women  have  entered  the  labor  force.  In 
1974.  58  percent  of  all  workingwoi]ien  were  married  and  living  with 
their  husband^:  Women  could  be  denied  the  right  to  work  here. 


'Older  workers  and  yoxing  people  and  minorities  could  also.^e 
harmed  by  section  200(e) \because  they  rarely  have  depen^nts  to- 
suppoH  an^  they  would  therefore  receive  les?  of  a  priority  for 
employmeiU'  — --r  — •  -  ,         ^^TT.     'I  i  ^ 

In  1974,  .10  percent  of  all  workmg 'families  had  some  member 
other  than  tho  wife  as  an  additional  worker,  probably  a  child  or  an 
.   older  rolati\&e  who.  contributed  income  to  the.fgimily.  This  provision 
would  deprive  such  pei-sons  of  equal'  access  to  employment  oppor- 
tunities, ani«eroiK  ,  .11       1  V 

I  think'  that'the  means  test,  which  is.  es9enti(illy .  what  we  have   ,  . 
here,  is  something  yoii  have  to  consider  very  seriously  in  the  . 
markup,  I  think  this  section  has  to *be. deleted* and  has  to  be  replaced 
with  a  locally  adnrinistered  ai^peals  process  for  those  who  Have  been 
:    denied  the  opportunity  of  obtaining  a  job,  ' 

I  would  be  glad  to,  ti^  to  produce  sonie  language  on  some  of  tlie^,. 
■ 'l^'^proposals  that  I  fta.ve  here.  The  bill,  I  think,. does  not  provide  enotigh 
Opportunity  for  participation  by  localities  iu  determining  which  ]obs 
:^<cpuld  bo  est'a1)lishefl'in  thfeir  ai;ea.  under  the  measure,       - ; 

I  urge  the  subcoiuinittee  to, require  reports  from  Governors  ahd  to 
nianda:te  -the  establishinent  of  pennanent  local  advisory  hoards 
:   which  will  Tiold  regular  public  hearings,  insiiring  local  group  partic.- 

.  ipation.     -  '  ^  i    •  i  V 

We  deal  with  this  problem,  in  many  ways,  how  yon  decide  what 
the  neetls^are  in  a  locality.  Some*  of  the  legislation  I  have  been 
involved  in  in  public  works  is  in  economjc  development.  We  try  to 
have  more  involvement  of  the  locality  projecting  the  actual  percent- 
age dates,  and  ^o  ouv^nd  then  have  the  State  of  federal  Govern- 
ment merely  certify  its  accuracy,. 

If  you  eliminate  the  participation  of  local .  advisory  boards,  1 
think  you  .  are  not  going  to  be  doing  as  well  in  terms  of  really^  get^^ 
ting  a  proper  estimate  of  the  problem.  That  is  one  of  the  other    ^  ' 
things  I  would  like  to  suggest:  '       .    ;  ,  ^ 

I  t}hink  that  participation  in  addition  to  industry,  agriculture,  and 
labor,  has  to  be  augmented  by  participation  of  State  and  rlcjcal  gov- 
ernments, consumer  interests  where  they  are.  not  mentioned, '•and 
women,  minorities,  and  the  other  interest  groups  that  I  n;ientioned,  ; 
including  the  handicapped,  older  workers,  public  interest  and  com-/ 
munity  groups,  in  all  of  these  sections.  .  ,         '  , 

I  think  we  should  establish  a  full  employment  research  bureau 
and  an  annual  public  evaluation  of  solutions  to  problems  in  imple- 
■  nienting.f  ull  emplovment, 

I  think  we  Inp^e  to  find  a  way  in  this  legislation  to  mandate  coor- 
dination of  alFagetTcies.^This  may  not  be 'too  hard  because  it  is  just 
language,  but  it  .should  ultimately  end  up  iu  regulations.         ;  . 

All  executive  agencies  and  independeut  commissions  in  addition  to 
the  Federal  Reserve  Board  should  adjust  their  goals  so  they  con- 
form with  the  national  priority  of  full  employment.  \ 

There  are  specific  changes  regarding  the  nature  of  job  priorities 
that  we  should  be  considering^  There  is  a  lot  of  discussion  that  could 
take  place,  but  there  really  is  not  too  much  time  now. 

But  T  think  we  should  include  mass  transit,  artistic,  cultural;  and  ^ 
'      recreational  activities  as  areas  tor  priority  job  prograuIBT^iuve  wo— 
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'  have  bad  so  many  pijbblems  with  the*  question  -of  where  our  fyj^da- 
mental  ^  problems  oi  (^telocatioh  take  pla^e  and  so  on,  we  sR^^d 
really  try  in  thj^  legislotion  to  deal  withi.one  pf  the  key  areas^  whicji  • 
,  is  the  Conversion  of^me  of  our  military  .facilities.     s  ^  . »' 

I  tliink  thjftt  some  of  these  proposals  can  be  incoippra^  vinto  .the    -  ^ 
*  markup  \^thout  creatinfe  <i  pjoblem  of  pa^ge  aSi  wa&  expressed,  ' 
_^undQfSCtodably,  by  Mr.  K&wkins.  I  think  that  we,  iinder  two  cOndi-    -  ^ 
tions,  are  confrontmg  a  coiripl^cated  issue.  .  K^r 

One  is  the  present  poJLipy  df  .the  administration,  that  t|iere  is  hot 
going  to  be  tfhything  done  on  fuH  employ mfen^.^HopetuUy  tfee 
'    Ishanged  adnlinistration  we-^adre  gdina'.il;%get  feoiiYe  new  life  on  jthis 
subject.  '  *  .   '  .  . 

^  I  think  the  legislation  has  to  reflect  that.  Otherwise  it  is  not  gcdne  ' 
to  move  us 'very  far.,because  it  hasprbblems  of  impleHientation.  I  • 
think  it  is  going  to  create,,  now  that  it  is  moving  to  markup  and 
actually  going  to  tlie  floor,  a  debate  and  discussion  ai^d  a  deepenihg 
of  the  understanding  of  sofne  of  the  problems  which:  this  bill  hafe  so 
effectively  tried  to  project.  ^  f  *  .*  ♦ 

I  think  it  is  time  wei^move  it>out  into  the  popular  arena  as  we  are 
doih^.  As  an  original  sponsor  of*the  bill,  TL  know  how  hard  Mr. 
Ha wKins  has  worked  on  that.  .         .     '  . 

I  have  from  time  to  tinie  putmy  shtoulder  to  the  wheel  and  tried  7 
to  help  get  that  over  to  a  lot.  of  people.  We  have^to  do 'a  much' 
bigger  j  o d  on  it.  I  think  we  can  make  this  bill  Work. .  ^ 
'  Mr.  Daniels.  BellaJ  on  behalf  of  the  committee 'and  personally,  V 
want  to  thank  you  for  your  very  fine  and  constructive  comriients. 
jtoday.  I  would  suggest  to  you  that  with  regftrd  to  the  amendments 
that  you  have  proposed,  that  you  submit  them  to  the  committed 
^      We  intend  to  have  markup  immediately  following  this  recess.^  So, 
-  if  it  is  possible  for  yoi\r  stJ^ff  and  yourself  to  get  them  over  to  jas,  I  , ,  \ 
assure  you  we  willfgive  them  due  consideration.  *I  hav^  T\p  questions  -m 
tp  ask.  *  '  ^        .     *     ,  •  « 

Mr.  Hawkins,  do  you  desire  to  a3k  any  questions?  .    ^  — 

Mr,  Hawkins.  Just  a  brief  comment.  I  certainly  appreciate  ^youi:  ' 
contributions.  I  know  you  have  contributed  a  great  deal  to  the  for- 
mulation of  this  proposal,  for  which  I  am  personally  very  thankful.  : 

I  would  just  siifiply  like  to  assure  you, -Ms.  Abzug,  that  3  percent.  . 
^is  not  a  goal  in  the  bill.  It  is  pimply  a  transitional  target.  It  is 
stated  as  sucb.  The  4  years,  ismot  an  absolute  time  element.  ^» 

It  simply  states  that  an  unemplojmnent  rate  not  in  access  of  3  per- 
cent is  to  be  reached  as  promptly  ^s  possible.  Now,  this  may  not  be 
as  precise  as  some  may  like,  but  I  think  it  4s  not  the  goal  of  the  bill.' 

The  goal  of  the  bill  is  stated  elsewhere  in  i)uB  bill.  Certainly  I, 
agr^e  with  yoir  on  what  that  goal  should  be,  and  I  think  we  are  in  . 
total  agi'eeineiit  on  that.  I  think  it  is  a  matter  of^  semantics  and  mis- 
understanding rather  than  any  difference  between  your  view  and 
that,  of  tjae  authors  o£  the  bill. 

Again,  I  wish  to  thank  you  for  your  contribution.  I  think  as  we  i 
bfegin  to  move  the  bill,  wo  certainly  will  talk  with  you  about  some  of  s 
the,  su^es^ions  that  you  have- made,  many  of  whicn  I  think  are  Very" 
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Ms,  Abzug,  Thank  you  very  much. , 

^  Mn. Daniels.  Thank  you  for  your  appearaiice,  *  . 

■     fThe4>i:eparod  statement  of  Ms.  Abzug  f^^^  ..  . 

PBiapABEO  Statement  of^on,  iteLLA  Abzuo,  a  Repbe6entativk  in 

Congress  from*the^tate  of  New  York  ,       '  ^ 

Mr,  Chairman,  members  pf^tlie  sxibcomAiittee,  I  welcome  this  bpportuni'ty  to 
testify  l)efore  you  «n  H,R.  00,  the  Full  Employment  and  Balanced  Growth  Act 
of  1976;  I  Mtotiid  like  to  commend  the  authors  of  tliis  bill,  Rep,  Hawkins,  Hep,, 
Reiiss,  and' SenVtor  Humphrey,  for  Uieir  commitment  and  fortitude.  They  have 
developed  this  bill,  once  considered  impractical,  into  a  piece  of  legislation  that 
^now.  recognized  as \the  best  metbM  for  dealing  with  ouriunemploynient 
crisis,  t'nll  .  employment  is  no  longer  a  far-off  vision.  It  is  on  the.  agenda  of 
tills  Congress.  It  is  a  central  issue  in,  the  presidential  campaign,  and,  in,  every 
public  opinion  poll,,  it  is  the  stated  objective  of  mosf  Americans,    •       ,  ^ 

•Iri  1944^  President  Roosevelt  presented  an  economic  bill  of  rights  .*to  Con- 
gress, vLe^slation  to  provide  the  'sixty  million  jobs  needed  for  ^  civilian' econ- 
omy at  thaJ^yJime  was  ne^  er  enacted.  The  *bill  thdt  wa^  passed.  The  .Employ 

.  meat  Act  of  'established  policies  to  promote  more  employment,  'This 

miP.as&Te  established  the  structure  for  formulation  of  federal  economic^  policy 
and  jI«  new  direction  for  out  Nation.  It  contained  the  foundation  for  most  of 
the  Hawkiris-IIuHvphTey  bill,  Jn  recent  years,  we  have,  suffered , under  an 
administration  that  hais  deliberately  promoted- mass  unemployment  as  a  matter 
t)f  >Dollcy,  We  have  had  to-wnit  a  tong  time  for  the  next^step  to  fulfill  onr 
di'eani  "oi  a^gnaranteed  right  to  a  job  ior  ^vhflt-,,now^pproaches  100'  million 
workers'.    '  *         •  ■  '  ' 

^  /  Unemployment  is  the  central  cause  of  our  domestic  discontent,  our  fears  and, 
mispicions,  our  debilitating  urban  crisisl  It  casts  its  shadow  of  hopelessness 
over  tlie  young  and  old,  minorities  and  women,^  skilled  iand  unskilled,  A  pro- 
gram to  provide  millions  of  jobs  for  our  ifeople  is  the  lonfe-aw^ited  solution, 
and  it  is' finally  within  our- grasp,  >         '  » 

To  the  compassionate  i)erspective  of  this  bill,  we  should  contrast  the  T,iews 
of  the  present  administration.  Last  week.  Assistant  Secretary  of  Labor-  Wil- 

Jiatn  H,  Kolberg  warned  you  that  this  bill  ''woul^l  create;  expectations  that 

^annot  be  met"' He  cautioned  that  "the  guarantee  of  lucrative  employment  .  .V. 

v>^uld  be 'attractive  to  many  .individuals  who  would  not  'otherwise  be  in  the 
'  |ij)or  force. V '^ndvjife  inade 'clear  that  this  administrtition  prefers  to  de&l  with 

'  effects  piyniilmploymen^  through  the  veto  of  th'e  public  works  programs 
^siied  by  tfc  Congress  aad'tlirough  "the  food  tomps,  nn^mplpyment  and  wel- 

.  far^  pro^x^ms  tha^Vthe  President  regularly  denounces.  While* endorsing  the 
abstka'ct  "^'g^al  of  full  einployment"  the  Ford  Adniinistrrftion  continues  through 
vetoes,  regulations,  and  public' statements,  to  .impede  any  ^teps  to  realize  the 
goal.  .  '     '    '  ^      '         .  '  ■  .... 

We  have  to  face;tbe  administration's  charges  squarely,  and  respond  that  we 
Welcome  the  chall&i^e  tb  provide  jobs  for  aU  Americans,  We  encourage  those 
presently  outside  the  workforce  tb  abandon  their  poverty  and  hoipeless  despair. 
To  those  who  rfbe  ,"not  actively  seekins  employment,"  and  to  thpse  who  never^ 
expected  to  ever  ftnd  a  job,  w^can  say,  "there  is  a  place  for  you,'' 
-'Unemployment  has  an  extraordinary  cost,  both  in  monetary  and  in  human 
terms.  It  has  been  estimated  that  every  percentage  point  of  unemployment 
*  costs  the  economy  sixteen  billion  doljars  in  lost  revenues.  Unemployment  Is 
widely  regarded  as  a  primary  factoi^  in  crime,  mental  illness,  family  break- 
down, and '  countless  other  manifestations  of  human  suffering  which  result 
from  unwilling  idleness,  '  .  , 

I  would  llke*to  focus  on  the  significance  of  full  employment  for  the  Nation, 
particularly  tljose  who  have  been  at  a  disadvantage  in  the  labor  market  in  the 
past.  In  the  first  quarter  of  1976,,  unemployment  has  finally  begun  to  decline; 
hotrev^r  niosr  realistic  forecasts  indicate  that  we  will  continue  to  suffer  intol- 
erable levels  of  unemployment  and  great  production  deficiencies  for  many^ 
years  to  come—unless  >?ve. undertake  fundamental  reform,  . 

Women,  minorities,  youth,  and  older  persons  have  suffered  the  effects  of  the 

commitment  to  true  full  employment.  Unemployment  aniong. white  women  is 


now  7.5%.  Among  black.  womeil»  approxlmatel^fio^  afe  now  JoUeaaj  .M 
alarn^liigly^  uufemployment  ainong  non-whUe  teenagers  is  now  3:5^.9%./ TJiese  ^ 
figures  are  In  sharp  contrast  to  the  81%  linmnployment  rate  among  white 
males  in  tlie  labcjr  force.  In  addition,  ithese  figures  jfepresent'  only  officially 

discouraged  In  the^r  search  for ^work  would  b#much> higher.    ,  /  '  ♦     y      ;  ' 

As  a  result  of  I  a  scarcity  of  empjoyment,/ the  gains  that  djsadVantaged 
groups  fiave  made'  In  the  past  deCade  are  being  qulckly,^^lmlBa^.  Women  arid 
minorities  have>)nly  recently  gained  access'  to  nqn-ti^dltlonal  occup^tiods,  yet 
they  ha v«  the  least  seniority  aud  thufe  are  the/first  to'be  laid-off hacd  times.  - 
For  example,  Ne^'York  Clty^  recently  lost  hAif  of  Its  Spanlsh'rspej^ing  work- 
ers, 40%  of  Its  l^lack  males  and , one-third  oi  Its  female  workers.  High  unem- 
ployment has  a  disproportionate  Impacit'on  women  and  minorities.  _^  *  ' 

\Vhlle -w^  have  been  writing,  talking  and  organizing  support  for  5Q^few 
of  us.  In  (pongress,  I  Uelleye,  have,  sufficiently,  recognized  the  Impact  .thatfjobs 
for  ail  Ataerlcaijis  wlU  have  on  every  facet /of  life.  With  passage  Af  this  meas- 
ure, we  wiH  haye  to  cot)€  with  new  pressures  on  our  institutions.  We^ill  have 
to.  continually  Ijmprove  anrf  respond  as  we  gain  eieperlence,  pince  1  know  that 
the  sponsors  ajid  cospbnsors  have  considered  ^htf  8tt<?cesslve  drafts  of  H.H,  50 
as  "bllfs-ln-progress,"  as  storting^polnts  for  a  process  of  legislation  and  social 
transformation,!  would  like  to  ad&ress  ^yself  to  both  the  Improvements  .that . 
have  .been  m^de  the  Improvements  still  fo  be  made  In  the  recent  MSrch  10;  1976  ^ 
revlslori.'     -        *  /   *  '       •     '  . 

This  hieastire  hrfs  been  strehgt4iened  by  the  addition' of  fiscal  'andi  monetary 
mechanisms 'to  ensure  balanced  ejconoinlc  growth  and  to  avert  uncontrolled 
Inflation.  However,  I  have  never  ^accejited  the  argument  that  full  employment 
Is  infiatlonary^  The  policies  that  have  followed  from,  this  point  of  view  have  , 
been  Immensely  destructive.  Dr.  Leiati  Keyserllng  "has  convlnqlngly  shown  that 
the  best  route  to  a  balanced  budget  Is  through  full  employment  and  tax" 
reform.  If  is  obvious  that  with  sustained  prosperity,,  increased  investinent  in 
our  economiy  and  full  litlllzatlon  of  our  productive  capacity,  our'  society  can 
produce  enough  goods  so  that  rising  demand  can  b?  met  with  increased  goods  * 
and  services.  And  with  full  productloh{[  we  wlljr  l;iave  lower  pricesl  H.R.  50, 
strengthens  ,the  .ability  of  the  -executive,  and  legislative  branches  to  exercise 
some  long-needed  coordination  arid  control  througtf  the  Available  economic 
tools.  It  now  Incorporates  a^s  well  some  of^e  budgetary  and  credit  allocation 
mechanisms  suggested  by  tfi^  current  deba^g'  over  national  planning.  Although ' 
the  bin  as  w;"ltten  provided  no  means  to  examine  or  control  the  plkns,  prices 
,and  profits  of  our  m&joi  corporations,  whose  monopolistic  practices  have 
greatly  contributed  to  Inflation,  the  bill  takes  major- st^ps  toward  democratic 
national  planning  for  humab  needs.  .  ^ 

,  '-Th^  provisions  for  C9unter-cycllcal  programs  and  gi:ants  to  State  ahd  local 
governpoents,  for  specific  regional  and  urban  programs,  and  the  (^prnjiiehenslve 
youth  empioyfaient  provisions,  are  all  Avelcome  Improvements.  They*go  a  lon^Tl 
way  toward  meeting  the  needs  of  specific  parts  of  our  society  that  have  been 
t^ibly  wound^  by  the  prolonged  recesslon.>     *.  ' 

Most  of  these  provisions  are  Important 'additions  to  H.R/ 50.  Hoveever,  other/^ 
equally  fhiportant  provisions  contalnedVln  the  earlier  drafts  have  'been 
renaoved.  I  would  like^to  suggest  eight  additions  that  will  furthe*  strengtWn 
the  bill  and^  urge  this  subcommittee  reiJ:onslder  some  of'  the  provisions  In 
these  earjlep  drafts  which  are  essentljLl  to  achieving  a' full  employmentCBollcy. 
V  At  the  l^art  of  the  Hawkins-Humphrey  Bill  Is  a  compiltment  to  the  expan- 
sion of  economic  freedom*  for  all  Americans.  My  greatest  concern  today  is 
.whether  this  bill  firmly,  establishes  the  right  of  full  employment  for  aU,  or 
whether*  ft  Is  limited  to  some  Americans.  I  am  equally  concerned  that  this  bill 
I>rovlde  full  administrative  and  legal  machinery  co  ensure  that  this  right 
becomes,  a  reality.  .  \ 

The  previous  draft  c<>ntalned  a  clear  definltlcfn  of  ful\;  iemploynlent :  Sec. 
3(b)  (1)  :  "Full  employment  goals,  defined  as  the  number  of  full-time  and  part- 
tfme  Jobs'  to  be  provided  for  all  adult  Americans  able  and  willing  to  w6rk 
(including  those  not  In  the  labon  jf(^«ie  as  customarily -imeasured)  ,  .  ."  In  the 
new  revision,  this  definition  has  be<yfc  circumscribed  In,  several  ways  :  First,  the 
addition  of  the  phrase  "seeking  to  work"  and  the  elimlnatlpn  of  the  reference 
«  -»o-thasf>-^not^in---the  official  labor  force^  perpettiatea  the  artificial  jdtstinctiQii'l_ 
betw^n  the  active  workforce  and  the  undifferentiated,  general  labor  pool,  "toia 


group  iucindoH  a 'tuininnitii  of  four  tnllllon  adults  who  have  dropped' out,  heeii 
kept  out,  and  been  puKlied  out  of  tlie  l^ibor  force.  It  ln6ludeH  women  and 
minorities  who  have  been  discriminated  against  a  ltd  older  workers  whose 

Second,  the  definition  now  assnmes  tliat  is  impractical  to  reduce,  unto- 
ployment  lielow  an^official  3%  ratie.  3%  is  no  longer  an  interim  target  for  the 
first  18  months,  but  tlie  final  goal  to  be  attained  with^o  four  years  and  main- 
tained thereafter.  "  ^  ^ 

I  believe  that  in  making  these  changed,  the  drafters  have  seriously  under- 
luined  the  basic  thrust  of  this  measure.  The*  right  of  all  Aiirericans  to  a  gimr- 
antee  of  some  job  is  universally  understood  to  be  the  effect  of  tliis  {illl.  T[t  is  > 
not  the^  right  of  nottw  Americans  to  a  job.  It  i^  not  "full  employment,  but  ..." 
It  is  plain  and  simple:  full  employment  for  all.  •         ,  ' 

There  are  a  number  of  difilculties  with  tlie  use.  of  3%  as  an  index  of  full 
employment.  Even  when  the  overall  unemployment  figure  is  3%,  it  is  miicli 
higlier  ampng  certain* disadvantaged  groups.  This  problem  was  raised  to  the- 
Equal  Opportunities  Subcommittee  a  year  ago  in  testimony  by  economists  Ber-- 
tnim  M.  QrosN  ami  Stanley  Moses.  In  Jan.  1975,  when  the  official  unemploy- 
ment rate  was  8.2%,  the  addition  of  involuntary  part-time  employees,  and  dis- 
couraged workers  revealed  u  "real  unemployment'Vrate  of  16.5%.  It  raised  the 
real  unemployment  totnj  from  7.5  million  to  16*  million.  In  1951,  when 
unemployment  was  3.3%,  the  rate  for  white  males  was  2.0%  while  the  rate  for 
white  females  w;rts  The  statistics  for  4)lack  workers,  male  and  female 

were  signiflcnnPTy  higher  with  L^ack  males  experiencing  4.9%  and  black 
'  females  C.1%'.  In  the  mid-Sixties,  tbe^  last  time  the  unemployment  rate  was 
below  4%,  the  "official"  rate  for  non-^ites  \vas  over  6%:,  and  for  teenagers 
over  12%. 

HaU  of  the  black  teenagers  in  our  central  ciMes  are  now  unemployed,  and 
they  are  bound  to  ask,  "wliat  good  is  a  national  unemployment  goal  of  3%  for 
us?"  This  bill  directs  the  President  to  develop  youth  employment  progiyrns  but 
it  provides  no  ultimate  goal  for  youUi  unemployment. 

\  "tolerable"  average  level  of  unemployment  at  3%  would  mean  that  6%  is  ' 
"tolerable"'  for  uUhorities  and  over  12%  is  "tolerable"  for  teenagers.  These"  « 
groups  will  never  reach  even  3%  unemployment  if  that  is  to  be  the  ultimate 
.  average  goal.  .  ; 

Moreover,  the  unifjue  problem.s  of  the  over  40  worker  are  ign9red.  Despite 
the  1967  Age  Discrimination  in  Employment  Act  and  the  on-the-job  experience 
\vhicli  these  work-ers  b^tye.  these  workers  face  considerable  harriers  to  obtain- 
ing new  employment.  In  1975,  unemployment  averaged  1.6  million  for  the  mid- 
dle-aged and  older  workers.  This  is  the  highest  level  in  history.  It  is  estimated 
that  1  million  formerly  employed  men  and  women  between  the  ages  of  40  and 
02  have  given  up  tlie  active  sekrch  for  work.  Despite  these  grim  statistics,  the 
over  -^0  unemployed  have  been \ consistently  ignored  by  Federal  programs.  To 
meet  the  speciaPneeds  of  thh^  .segment^  of  our  society,  I  have  introduced  H.R. 
L2375.  the  middle  aged  and  older  Americans  Act  of  1976  which  provides  fOr" 
training,  counseling,  part-time  and  full-time  work  opportunities/ I  urge  this 
sulwommittee  to  'consider  including  some  provisions  for  this  group. 

Tlie  Ilawkins-Humplirey  Bill  is  both  an  ^laginative  and  a  Realistic  measure. 
It  says  that  we  have  never  tried  hard  enough  to  make- our  system  worlc.  It 
says.  'We  have  met  tlie  challenge  in  wartime,  so  why  can't  we  do  it  ii^  peace- 
-time?" This  hill  acknowledges  that  everyone*"  dreams  of  having  a^  decent  pro- 
ductive job.  and  that  the  dream  is  valid. 

•I  have  heard  the  warning  that  if  this  hill  is  passed,  "people  will  come  out  of 
the  woodwork  looking  for  jobs."  To  the  extent  that  this  is  true,  it  is  a  con- 
demnation of  oiir  past  policies  of  neglect.  We  now  Jhia^e  an  opportunity  to 
^revitalize  our  society,  and  to.acliieye  the  goals  we  have  postponed. 

In  the  1900  s.  we  discovered  *'tbe/otlfer  America."  We  made  great  strides  in  <• 
enfranchising  and  educating  o«r  minorities.  We  found  that  the  handicapped. 
couWvbe  employed.  We  found  that  many  older  Americans  wanted,j^iternatives 
/  to  forced  retirement,  and  were  happier  and  healthier  when  they"  could*  con- 
'tinue  working.  We  fo\ind  that  more  and  more  women  wanted  or  needed  to 
^  work.  .  ' ']  ^ 

full-time  employment  is  not  available  and  pio^e"  are  not  even  counted  as  part 
of  the  official  labor  force.  Tliroughout  their  adult  lives,  these  people  have  car- 
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ried  the  discomfort  and  blame,  the  distress  and  insecurity  that  are  felt  by.  the 
hiid-ofT  worker.  Let  lis  not  be  misled:  these  are  the  ones, who  will  be  over-  ^ 
looked  in  a  bill  that  provides  more  employment,  but' not  full  employment.  They    '  ^ 
w-iil       imiik<iyiiCt  c/iil:*  •tlvrt/agl^  ii  Jcd&rally  jr-ar:i^t^??a. r-?s^t  t<>.  a  jx^b...  I  can.  \ 
regretfully  accept  a  decision  to  extend  the  period  of  implementation  to  four 
years;  that  is  a  technical  question  upon  which  social  scientists  may  disagree.  » 
But  I  cannot  see  this  bill  limiting  the  prx)mi8e  of  full  employment  to  the 
official  workforce.  Therefore.  I  propose  thaf  the  ripht  to  full  employment  be 
extended  t9  all  Americans  able  and  willing  to  work,  and  that  3%  be  dertned  as  ' 
an  Interiurgoal  that  does  not  preclude  further  eff^'ti.    '  >/ 

The  March  1975  draft  of  the  Hawkins-Humphrey  bill  made  specific  reference 
to  many  groups  not  part  of  the  Official  workforce.  It  courageously  include,  ref- 
erence to  former  drug  addicts  and  released  convicts,  throughout  that  draft,  the 
prevailing  assumption  was  that :  .  • 

Sec.  5  (gj  "From  the  purposes  of  this  act,  any  Jbbseekeifc  w^ho  presents  bim-  ^ 
self  or  hefself  in  person  at  the  job  guarantee  office  Bhnll  be  considered  prima 
fane  willmg  and  able*  to  work  at  some  appropriate  type  and  duration  of  work 
and  some  appropriate  ^ate  of  compensation."  . 

The  effect  of  limiting  the.right*to  a  ,job  is  seen  in  Sec.  206  (e)  which  estab- 
lishes ^'priority  criteria"  to  determine  those  most  in  need  pf  employment,  fac- 
tors include  an  inHividuars  household  income,  ,liow  long  he  or  she  has  been 
unemploj^ed  or  \yithgut  unemployment  Insurance,  who  else  in  the  household 
works,  and  whether  the  person  is  th^  head  of  the  household.  Such  eligibility 
categories  would  discriminate  against  women  minorities. -the  very  youn^  and 
the  vefy  old  worker.  These  groups  are  most  often  denied  employment  opportun- 
ities and  these  priorities  perpeturate  such  discrimination. 

-'  For  Women  in  particular.  Sec.  206  (e)  would  be  devastating.  Women  seek 
work  for  the  very  same  reasons  that  men  do,  out  of  economic  need  and  also 
for  personal  grntificatioit.  Women  have  entered  the  workforce  in  Increasing 
numl)ers  and  are  just  l)egli>ning  to  gain  access  to  new  fields  and  higher  leyet 
positions  than  in  the  past.  ■.  : 

However,  seniority  provisions  that  exist  manlnly  because  job^  are  not 
guaranteed  have  worked  consistently  against  the  interests  of  women.  In  New 
York  Ci't?,  one-third  of  the  women  municipal  workers  have  already  lost  their 
joi)s. 'Unemployment  and  underemployment  contini^tb  be  higher  for  women 
than  for  men.  In  1974.^ a  quarter, of  a  million  unenflhoyed  women  w^ere  family, 
heads. 

In  recent  years  more  and  more  married  women  have  entered  ^e  labor  force. 
In  1974^  589^  pf  all  working  women  were  married  and  living  with  their  hus-r 
bands,  and  nearly  all  of  the  husbands  were  also  gainfully  employed.  Under  the'  ^ 
terms  of  this  section,  women  could  be  denied  the  right  to  work.  Unless  they, are  ^ 
the  sole  support  of  their  family,  (?r  they  meet  specified  Income  requirements.  .  / 
We  (mgV^t  to  work  towards  a  sck'iety  in  which  women  and  men  do  not  hirve  to  . 
compete  for  too  few  jobs. 

Older  workers  and  young  i)€ople  would  also  be  harmed  by  Sec.  1^06  (e) 
bwause  they^  rarely  have  dependents  to  support  and  thus  would  receive  less 
prUHuty  for  employment.  In  1074,  19%  of  all  working  families  had  some 
memi>er  other  than  the  wife  as. an  additional  worker,  probably  a  child  or  an 
older  relative  who  contributed. income  tb  the  family.  This  provision  would  . 
deprive  such  pers(ms  of  equal  access  to  employment  opportunities.  ^ 

The  right  to  employmeitt  should  not  be  contingent  upon  these  factors.  Slec. 
206  (e)  would  allow  the  establislmient  of  n  means  test  to  differentiate  between 
tliose  that  •'need"  a  job  and  tlioge  that  do  not.  A  majority  of  two-earner  fami- 
lies have  income  aboye  the  poverty  line.  For  example,  in  1074,  43.4%  of  ajl 
married  women  wliose  family  income  was  more!than  $10,000  were  in  the  labor 
force.  Obviously,  many  of  these  working?  women  were  not  employed  solely  out 
of  economic  need,  but  rather  to  contribute  their  varied  talents  and  skills  to 
our  productive  society.  Previous  versions  of  H.R.  50  guaranteed 'the  right  to  n 
job  without  exception.  This  version  deviates  so  far  from  that  prima  facie 
assumption  as  to  provide  criminal  penalties  for  anyone  who  provides  misinfor- 
nmtion  in  proving  their  need  for  a  jol).  If » the  government  is  to  imdertake  the 
responsibility  of  providing  employment  for  its  citizens,  that  responsibility  miist 

.1.,^^  p.:^tcTv3^-t<^ -alA- vyji^l^^^it  '[^'^^^^p^^^^^    ^T^y^^^ng -lact^  ^hnn  tKat...onmmUTnfint--U--riat.  

full  employment  and  would  do  little  to  rectify  the  present  employment  prob-' 
lenis  that  disadvantaged  workers  face.  *  . 
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ThiH  provlHion  is  ifconsisltMit  with  the  spirit  of  the  Hawlcins-Humphroy  pro-  ' 
'    posal.  Altlioujih  it  n\ay  ^»ave  heen  conceptualized  as  aiu  interim  program  to 
deal  Avith  a  flood  of  Jobseelters  after  the  enactment  of  the  bill,  it  now  stands 
Afi  n^n^w  erovernment  .impediment  to  full  employment.  If  the  section  Is  not 
deleted;  it  ftvay  doom  H.R.  50  to  tl^e  loss  of  support  oy  aTSeiTCImiiKjii  groups 

•  and  individuals  who  were  ils  first  and  most  enthusiastic  supporters. 

There  is  no  necessity  to  have  a  bureaucracy  determine  the  jobworthiness  of 
'  any  individual  if  all  Americans  are  to  have  the  right  to  a  job.  As  my  second 
specific  proposal,  I  suggest  that  the' subcommittee  eliminate  the  need  fox,  this 
burdensome  means  test  by  deleting  this  section  altogether  and  replacing  it 
with  a  locally  administere<l  appeals  process  for  those  \y ho  have  been  denied 
the  oppor);unity  to  obtain  a  job.  ,  < 

The  bill  in  its  present  form  does  not  provide  sufficient  participation  for 
localities  in  determining  those  in  which  jobs  could  l)e  established  under  the 
■  measure.  Section  104  (gV  provides  for  optional  reports  by  the  governors.  If  the 
governors  choose  to  c^inient  on  tlie  full  employment  and  balanced  growth 
plan,  they  must  hold^m)lic  hearings.  As  my  third  suggestion.  I  urge  this  sub- 
committee not  onlp^)  rcHiuire  such  reports  but  to  mandate  the  establishment 
of  permanent  local  advisory  boards  with  regular  public  hearings.  • 

Itr  ^very^  i)art  of  my  state,  there  are  things  to  be  done,  and  people  to  do 

*  them.  New  York  State's  unemployment  rate  has  stabilized  at  an  appallingly 
high  10-14 7rJ.  New  York  City's  rate"is  over  12%.  Sinfe  last  July,  over  150.000 
state  residents  have  exhausted  alt*  unemployment  benefits.  The  Buffalo  area  ^ 

,  has  over  15%'  nneinployment — one  of  the  highest  rates  in  the  Nation.  AVe  want 
to  put  people  to  work  in  the  Niagara  region,  in  the' Soutjiern  tier,  in  the  St. 
Lawr^ce  valley,  in*  Westchester  and  on  Long  Island,  and  in  the  south  Bronx. 
Our  New.'Y'ork  communities  can  "help  the  Federal  full-  employment  office  by 
pointing  out  the  projects  that  are  most  needed-  ■ 

Although  ma^y  full  employment  goals  are  National  in  scope,  they  will  be 
implemented  in  every  City,  Town,  and  small  community  in  the'^Iation,  and  it 
is  essential  to  design  prbgrams  on  a  human  scale.      .  ^ 

Decentralization  and  .<v)nmnniity  input  should  be  encouraged.  As  my  fourth 
i  proposal.  I  urge  you  to  enlarge  the  specifications  in  sections  102  (a).  109  (b). 
and  109  (d),  to  include,. iii  addition  to  "Industjcj^.  Agriculture,  and  Labor/'  par- 
ticipation by  State  and  local  governments  and  consumer  interests  where  they  \ 
are  not  mentioned,  and  **womeii.  minorities,  handicapped,  senior  citizens,  public 
interest  and  community  groups"  in  all  these  sections.  ' 

The  enactment  of  full  e;nploymefit  legislation  will  result  in  fundamental 
,      changes  iei\  our  society.  Tliis  measure  \vill  transform  education  and  training 
policies,  it, will  decrease  tlie  populhtibn  receiving  public  assistance,  it  will 
influence  the  expectations  of  children  iy)w  growing  up.  In  short,  this  measure 
,    will  affect  every  American.  It  would  \)e  lifirealistic  to  take  such  a  step  without 
■providing  mechanisms  for  evaluating  and  monitoring  the  programs  of  this  act 
as  they  progres.^. 

Earlier  drafts  of  this  hill  have  tried  to  provide  such  mecljanisms;  the  pres- 
ent draft  delegates  only  minimal  information-gathering  functions  to  the  Con- 
gressional l)udget  office  and  the  joint  econotfiic  committee.  As  my  fifth  pro- 
I^osal.  I  suggest  the  establishment  of  a  full  employment  research  bureau,  to 
study  and  report  on  relevant  issues,  and  to  organize  an  annual  public  evalua- 
tion o^  our  progress.  This  Bureau,  whiph  would  exist  as  a  separate  institution 
or 'under  the  council  of  economic  advisors,  would  encorporate  the  work  of 
»  social  scientists  from  all  disciplines  and  its  fimetions  would  also  'include  an 
examination^  the  inter-relationship  between  income  maintenance  and  full 
employment,  ^suggest  tlint  provisions  for  this  bureau  replace  section  207  of 
the  present  drUf  1^ 

Section  10l»of  this  bill  emphas;izes  the  necessity  to  coordinate  the  efforts  of 
all.  agencies 'of  tlie^  federal  government.  To  make  this  goal  a  reality,  as  my 
sithi  proposal.  I  utge  you  to  mandate  all  executive  agencies  and  independent, 
commissions,  in  addition  to  the  Federal  Reserve  Board,  to  adjust  their  goals 
so  they  conform  witli  ()i\t  Nationat  priority  of  full  employment.  If  we  accept 
*  full  amployment  as  our  goal,  it  makes  no  sense  to'have  the  separate  parts' of 
/*     our  government.^)nrsuing  conflicting  ol»jecti»*es. 

The  purpose  of  the  entire  bill  concededly  is  to  provide  jobs.  However.  I 
'    iteiieVe  li  Ui^^cu^^HiulI^^vt^         ivlaiiie  eiiiphmjt.s  on  ptiUit-  va.  ;)i'lvate  -seets? — 
cannot  fi^  resolved  at  this  time.  I  am  convinced  that  in  the  long  run  the  Fed- 
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enil  j:<»verunuM!t  uiu^^t*' lu'sin  to  seti  its^'lf  not  only  as  t  iniiloyer  of  lust  resort., 
but  ill  iiinny  cnW  jik:  employer  of  Hrst  resort.  Leon  KeyserRng  lins  sumnia-  ^ 
rizetl  this  point :     v  ,   .    ^  • ^       ,        ,  4.1, 

»*Tlie  Kedenil  budpet-is  to  ntlocnte  to  , the  i>eople  tbe  goods  and  services  tney 
iTTcdH^na-  c^v.tvi^.  W  government  and  by  private 

enterprisi\*'  *  '        ,  , 

In  recen't  venrs.  desi)it^  massive  subsidies,  the  private  sector  has  again  and 
again  proven'  itself  ineiipahle of  building  decent  housing  for  our  people,  provid-^ 
lug  health  Vare  at  re:i?^ouable  prices.  Ilndlng  jol>CJ<>r  our  young  peolple,  running 
our  railroads  or  providing  us  witii  low-cost  energy.  I  believe  if  we  are  to  have 
full  eniplovuient,  we  will  evefttually  need  a  standby  job  corps  and  s^ther 
expanded  public  programs,  but  we  don't  have  to  delay  this  bill  until  there  is 

agreement.  ^  ^    -  ^  ,  ,  •    i  t 

Tiier6  are  speciftcVlmnges  regJirdirtg  the  nature  of  job  priorities  that  I 
would  urge  tliis  subconnnittee  to  coUsider.  Section  104  (e)  inandates  "a  full 
enii)lovnient  program  timt  provides  productive  non-wasteful  jobs  afcd  that  reor- 
ders National  priorities  and  employ  the  Jobless  in  the  production  ^if  goods  alid 
services  which  add  to  the  strength  of  the  economy,  the  wealth,  of  the  Nation 
and  the  well-being  of  t\w  people.'Mn  the  c^Ourse  of  suunmiriziug  vital  ar<»as  of 
production  two  vital  "areas  have  been  omitted:  *Mmproyement,  expansion,  or 
new  development  .  .  .  of  nmss  transit'*  and  ^'the  devtflopnient  of  artistic, 
esthetic,  cultural,  and  recreational  activities  in  all  areas  of  the  country."  ^ 

As  a  representative  of  tlte  City  and  the  State  of  New  York,  which  has  40Vc 
of  the  Nation's  mass  transi^i  passengers.  aiHl  which  is.  a  Nhtional  center  for' 
culture  and*  the  arts.  I  knoU-  that  tliese  two  areas  contain  some  of  the  most 
labor-intensive  and  Irtw-cost  j\>b«  among  the  most  per- 

sonally; aiil  socially  l>enefk-iaractivities.  As  my  seventh  proposal,  I  urge  tli.at 
von  inclurt*  t^iese  areas  for  priority  programs.  •       ,    ■    .  ■ . 

Uiv<.»if  tbe  strong;  emphasis  cm  productive,  economy-streugthenihg  JqIjs.  it  is 
not  appropriate  to  cnslirine  '-National  Defense"  as  one  of  the  five  principal  caU  p 
egories./l  hoi)e  it  is  no  one's  intention  to  rea civ  full  employment  by  increasing 
the  amount  miiitarv  production  or  the  size  of  our  army.  Therefore,  my  eighth 
proposal  is  that  conversion  of  some  of  our  military  facilities  to  productive  fed- 
eral u.se  be  listed  as  priority  area  number  four.  The  technology  we  have  devel- 
oped for  air  waY  can  produce  non-polbiting  rapid  mass  transit  systems;  our 
chemical  and  biological  warfare  research  can  be  redirecte(J  towards  the 
improvement  of  health  facilities.       "  C         ^   '    ^  , 

It  is  my  firm  conviction  tliift  H.R.  .^)0-will  be  strengthened  by  acceptance  of 
my  eight 'proposals.  1  would  like  to  emphasize  that,  in  spite,  of  my  criticisms 
t)f  eertuiii  sections.  I  am  very  encouraged  by  the  attention  this  measure  Is 
receiviiijj.  ^  ^  i  * 

President  Truimiii  appreciated  the  visionary  importance  of  full  employment 
and  he  understood  the  dangers  as  well,  Jn  his  last  eeondniio  report,  in  January 

10r>3.  he  wn^te:         *  /,  '  .  *i 

-We  cannot  assume  that  henceforth  what  needs  to  be  done  to  promote  the 
maintenance  of  full  emplo.vmcnt  will  be  done,  Nf)nc  of  us— regardless  of-party— 
should  lot  the  id^a  of  full  employment  degenerate  into  a  slogan  bandied  for 
narrow  political  advantage.  T.ike  freedom,  it  neej:ls  to  be  guarded. zealously  and 
>  translated  into  action  on  a,  continuing  l)asis.  Moreover,  if  we  fail  in  this,  our 
verv  freedom  mayd>e  placed  in.  jeopardy^**  -  .„  1 

I  stronjjlv  hope  that  tliis  bill  will , be  enacted,  and  that  our  natinn  will  be 
revitalized  bv  tlie  challenge,  T.et  us  shape  tbe  future  by  shaking  off  the  pessi- 
mism and  resignation  of  recent  yetii-s  and  by  building  a  National  campaign^  In 
support  of  fulbenii)loynieiit, 

Mr.  Damkls.  T  ask  iiiuuiiinous  consent  that  the  Honorable  Shirley 
Chishohns  preimml  stutomoht  be  allowc*!.' She  had  intended  to  be 
hei-e  today,  but  inasmuch  aS  she  is'nbt,  T  would  like  the  record  to^ 
show  that  her  statement  will  be  incorporated.  .      '  ■ 

That  concludes  the  hearin<r  on  ILR.  -'0  a^^  the  hearing  is 
julionrned. 

[Whereupon,  the  hcarin^^  was  :uljoumed  at  12  125  p.ni.j 
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/  ^  introductAn^S        \      "  I  . 

The  National  ()rgiinisyiti<ni  for  Wmaen  i.\tl^  largest  and  oldest  women's 
right-s  organization  of  the  new  feminist  wave.  NOW  has  over  60,000  members, 
both  female  and  male  and  700  chapters  fti  all  50  states.  ' 

'  We  have  realized  the  necessity  for  national  fnll  employment,  and  liave  been 
roanmitted  to  that  coiicept."  for  nmny  years.  We  fornmllzed  our  commitment 
at  National  Conference  in  1071.  resolving  to  work  for  "passage  of  legislatlon\to 
provide  for  a  fnll  eniploynient  program  for  the  United  States,  in  which  private 
industry  and  the  public  sector  expand  opportunities  for  work  for  all,  so  that 
each  person  ean  have  a  realistic?  chance  for  meaningful  employment  at  a 

decent  rate  of  pay."     '  4.1^4.1 

A  national  Knll  Emplovnient  Act  is  necessary  in  order  to  move  the  nation 
toward  the  priorities  of  meeting  human  need  through  work  opportunity.  As  a 
imtl(m.  we  are  losing  millions  of  dollars  ui  productive  laboc,  services  and  taxes 
through  endemic  unemployment.  Lack  of  y^ork  1ms  so  discouraged  women, 
minorities,  vouths.  and  -older  citizens  that  many  feel  useless.  Lack  of  work  is 
al«o  a  costly  ctuitrlhuror  tf>  the  rising  incidence  of  crime,  alcoholism,  drug  ad- 
diction, depression  and  mental  illness.  * 

Unemployment  severely  affects  women.  The  number  of  unemployed  women 
ha^  increased  greatlv  since  the  1950*s  and  women  account  for  an  increasing 
proporticm  of  nil  unemployed  persons  (See  Figure  1).  The  rate  ""employ- 
ment for  women  has  been  greater  thtln  that  for  men  sinceN^the  late  1940s  (See 
Figure  2).  -  ' 

The  figures  illustrate  the  umrked  increase  in  the  size  of  the  female  labor 
force  coupled  with  a  worsening  in  the*  unemployment  rate  of  women  as  com- 
pared with  tluit  of  men.  In  1947.  women  acctmuted  for  28  percent  of  the  civil- 
ian lalmr  force  and  27  percent  of  the  unemployed;  in  1973ythey  accounted  for 
39  percent  of  the  civihan  labor  force  and  ^  percent  of  .  the  unemployed.^ 
Nearly  a  (luarter  of  a  million  imemployed  wofuen.  in  Marcllr'1074,  were  family 
beads.  Their  rate  of  unemployment  was  (J.4/percent  compared  with  2.7  percent 
for  men  faunly  heads  in  wife-husband  families  and  4.5  per  cent  for  men  heads 
in  other  fandlles.'-  ^ 

>US   Ocpartmont  of  I^abor.  Womon'ti  Bureau,  1975  Handbook  on  WomAi  Workers. 
lJ)7r>.'l?nlh»tln  21)7.  pp.  04-05. 
»lMd.  p.  70. 
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TABLE  27. -UNEMPLOYMENT  RATES  OF  WOMEN  AND  MEN,  1947-74 
(Perions  16  yttri  of  ag9  and  over] 


Annual  averages 

Year  Women  Men 


A. 


1974  (April,  seasonally  adjusted) 

  5. 9 

4.  5 

 6.0 

4.1 

4.9 

1971..  

  6.9 

5.3 

1970...:  

5.9 

4.4 

1969.....  

4. 7 

2.8 

1968....  ,  

   4.8 

2.9 

1967  

  5. 2 

3.1 

1966.  

  4.8 

3.2 

1965  

 5.5 

4.0 

  6.2 

4.6 

  6.5 

5.2 

  6.2 

5.2 

  7,2 

6.4 

1960 »  

  5.9 

5.4 

  5.9 

.5.3 

  ^         6, 8 

6.8 

4.7 

4.1 

1956  

  4. 8 

3.8 

1955  -  

  4.9 

4.2 

1954-  

  6, 0 

5.3 

  3. 3 

2.B 

3.6 

2.8 

4.4 

2.8 

1950  -  

•  5.7 

5.1 

6.0 

5.9 

3.6 

3.7 

4.0 

1  Not  strictly  comparable  with  prior  years  due  tpthe  introd  fiction  of  population  ad}ustments  In  ^9se  years. 


SOURCE':  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics:  Employment  and  Earnings,  M  iy  1974;  and  Manpower 
:  l^eport  of  the  President,  April  1974.  ; 


Annual  Annual 
average  averagt 

1947  1973 


Women  in  civilian  labor  force  (in  thousands).. : 
Percent  of  total  labor  force  : 

Women  unemployed  (in  thousands)  

Percent  of  total  unemployed  

Unemployment  rate  of  women  

Unemployment  rate  of  men  


Source:  Manpower  Report  of  the  President,  April  1974. 


1C,664 
28 
619 
27 
3.7 
*-9 


34,510. 

39 
2,064 
48 
6.0 
4.1 


4^3 
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Unemployment  rntew  for  women  ure  highest  for  teenagers  and  minority 
women  (See^  Figure  3).  The  average  unemployment  rate  for  minority  race 
women  in  19i3  was  twice  as  Ijigli  as  the  rate  for  white  women  (See  Figure  4). 

NOW  .strongly  support.s  and  endorses  the  ^oal  of  national  full  employment 
and  a  fe<leral  Full  Employment  Act  is  the  primary  way  to  accomplish  that 
goat  We  l)elieve  that  in  order  to  correct  the  unemployment  T?roblem  as  It 
affects  all  worker  groups,  women,  minorities,  youths,  older  citizens  and  men, 
the  nation  must  estahli.sh  specific 'goals  and  coordinate  national  i>olicy  and 
planning  to  achieve  them.  An  a  nation,  we  must  stop  scrambling  to  meet  prob- 
leniK  on  a  crisis-response  basis/ Inherent  in  the  national  effort  to  aoJiieve  full 
employment  must  \ie  a  commitment  to  equal  opportunity..  We  cannot  have  'full 
employment  for  one  worker  group  and  -Just  a  little  bit"  of  full  employment 


TiiuwpUywKwt  ratft  {ir  w\UU  oiU  minority  rM«  tMrntii 
ll'l^  Aiul  20-(H  years  tf  ajc  ^  April 
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15 
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TABLE  3L-UNEMPL0YttENT  RATES  OF  WOMEN.  BY  ACE  AND  RACE,  SELECTED  YEARS.  1^  TO  1973 
IWdmin  16  years  of  Ige  and  over] 

1973  *  1970  1960 


»  Minority  Minority  Minority 

Agt  WhitB  races         White  r«ces         White  races 


Total   .         .  5.3  10.5  5.4  9.3  5.3  9.4 

I6andl7yeari   15.7  36.5  15.3  36.9      '    14.5  25?r 

18  and  19  years   10.9  33.3  11.9  32.9  11.5  24.5 

20  to  24  years  _   7.0  17.6  6.9  15.0  7.2  15.3 

25to34  years     5.1  9.7  5.3  7.9  5.7       ^  9.1 

35  to  44  years  _   3.7  5. 3  4. 3  4.8  4.3  8.6 

45  to  54  years    3.1  3.7  3.4  4.0  4.0  5.7 

55to64_years    2.8  3.2  2.6  3.2  3. 3   ^  4.3 

~65^^eaTs  ihd^t~::r::y::::rr:.        z:g~ — -rs        3:1        \:r—-r.r  -m 

Source:  Manpower  Report  of  the  President.  April  1974. 

for  otl»er  worker  groups.  In!»erent  In  tlie  policy  of  a  Full  Kmployment  Act 
must  1k»  Ww  cruiiiiiltmcnt  to  a  job  guuruntec.  Everyone  who  wants  u  job  must 
Ik?  >fuaraiite(»(l  work.  Tbe  nation  must  not  Implement  an  Inadequate  program 
which  through  job  Hcarclty  or  by  the  establishment  of  false  ^'worthiness"  prior- 
ities, forces  dlMidvantaged  worker  groups  t«  compete  one  against  the  other  for 
work.  Inherent  in  tlic  4niplenientation  of  a  Full  Employment  Program  must  be 
choice.  Tlicrc  can  1m»  nr*  re(|ulrement  forcing  a  person  to  work,  nor  punitive 
measures  taken  against  persfais  wh(»  choose  nJt  to  accept  work  offered  them. 

NOW  Is  extreinely  concerned  about  the  costs  to  our  society  and  to  our  Indi- 
vidual eitizi'us  cnuse<l  l>y  continuing  liigh  levels  of  unemployment.  A  country 
which  eannrtt  pn»vide  work  f<»r  tbe  people  who  need  and  want  U  lacks  the 
nl)llity  to  providt*  tiie  l>asi(  re«|uirement  for  the  pursuit  of  life,  lll)erty  anU 
happliit*sH. 

NOW  cnll.s  on  this  Connnitfee.  on  tlie  ('ongress,  tlie  Chief  P]xecutlve  and  the 
American  p<'ople  to  n^crjgnlze  that  as  n  nation,  we  must  And  a  way  to  provide 
full  employ nnmt  without  (llscrlmi nation.  At  tlie  same  time  we  must  also  be 
striving. to  achieve  tlu*  goals  of  adecjuatc  housing,  childcare  and  other  efiitentlal 
human  servlci's  wl»ich  are  nec(?ssary  in  (»rder  to  work  and  in  order  to  reduce 
social  diwuption  and  a  growing  national  welfare  bill. 

SUMMAItV  OK  KKCOM  MKNDATIONS  AUOl 'T  TIIK  ACT  KKI.ATKI)  TO  WOMKN  AND 

MiNOItlTIES 

NOW  memlMTs  <'ontriIiute*l  IdeasTand  stipport  to  the  Kqual  Opportunity  and 
Full  Kmployn»ent  Act  of  1J>7«,  introduced  in  August,  1074.  NOW  was  not  con- 
sulted on  tiie  revised  version  recently  re-lntroduced.  However,  we  anticipated 
landnmrk  h'gishition  which  wo  ifrould  immediately  endorse. 

NOW  is  anguished  tluit  tiie  Amendment  eliminates  important  provisions  from 
tbe  previous  A«'t  and  intnxluces  some  new  provisions  which  will  l>e  damaging 
to  the  employment  opportunities  for  women  and  minorities. 

The  foIh)wiiig  seel  Ion  summarizes  our  major  concerns  and  recommendatlonH. 
The  WH'tioii  immediately  following  presents  a  detaile<l  commentary  and  sugges- 
tions  (»n  KiM'clfic  sections  of  the  Aet  as  It  relates  to  women  and  minorltli's, 

1,  The  originiil  Act  announce(f  to  the  nation  through  Its  title,  "Equal, Oppor- 
tuidty  and  Fall  Kmployment  Act  of  U)HV*  and  through^  many  provlHlouH  since 
delettMl,  that  (>ongress  was  not  onl!v  providing  for  full  employment,  but  waH 
assuring  <'«|Uity  iis  wiOI.  The  current  Ameiulnient  shifts  *'equal  opportunity" 
ou>  of  the  title  and  almost  «)Ut  of  the  Act,  In  favor  of  balanced  growth.  Wo 
n^connaend  tlM'  n'-lnclusbai  of  "E<|ual  Opportunity"  in  the  title  along  with 
"Halancwl  (irowth,*' 

2.  Whlh^  full  employment  for  women  and  minorities  would  solve  nmny  of  tlie 
Immediate  e«onomic  probh^ns  associated  with  life  sustennnee,  the  Act  will  not 
nutoinatleally  solvit  pi'oblems  canned  by  dlwriminatlon.  There  must  be  a  hih^- 
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elflc  coininltinent  t^)  developing  new  Hiipplementnry  programs  In  training  and 
counseling  aimed  at  ,  reUeving  discrimination  anjl."  the  channeling  of  workers 
Into  stereotyped  job>^.      '  •  / 

3.  The  term  ialK)r  fi»rce  J»nps**  must  I>e  expanded  wherever  it  occurs  to 
specifically  Include  asslstai^c^for  those  other  groups  which  suffer  most  from, 
unemployment:  I.e.,  women/ minorities,  and  older  Americans,  as  uell  as  youths. • 

4.  The  rute  of.  unemployment  (3  percent)  sljouhl  l)e  an  Interim  goal  and 
miiHt  Ih»  si>eclftcaUnMlertned5m*  a  goal  for  each  worker  gnaip  within  the  labor 
force.  Without  su?h  clarification  and  emphasis,  the  Act  will  reaiain  inherently 
discriminatory.  •       '       .       -  -  '  .       .  ,< 

5.  In  addition  to  theVw^ial  consideration  given  to  the  employment  problems 
of  yonth,  siieclal  consInoraMon  In  the  Act  sliould  also  1m«  extended  to  Include  . 
the  eraployihent  problems  of  women,  minorities  and  older  workers. 

0.  The  ellgil»lllty  criteria  defined  in  the  Act  must  Iw  ellmlnatea.for  its  dispar- 
ate effects  on  nil  women,  particularly  marrfed  women.  ♦ 
— Tr"ThP~Airt-TnTist^paTly;-im>hHrtt-fureiftig^iHH»ple-oflr  inorou^e-nia^rttenance  Into 
work  which  Is  not  feaslbW  orrdesireahle  to  them.  "  , 

^.  In  order  to  make  tlii^  ncm-discVlmination  section  of.  the  Act  ^fre<'tlve,  It  Is 
n^tessary  to  provide  a  private  right  of  action  with  no  refiulred  exhaustion  of  * 
administrative  renie<lles,  rtH.>vell  as  directing  the  Secretary  of  Labor  to  estab- 
lish mechanisms  for  tlie  receipt,  investigation  and  resobitlou  of  complaints. 

9.  The  Act  nuist  re-establish  f iie  X'onccpt  of  a^  "job  giiarantee  *  for  any  i)erson 
wlio  wants  to  work.        .  '  \  '      -    \  ji.  ^ 

10.  Tiie  Inclusion  of  national  defense  as  a  high  priority  ar«i8  In  ttie  e<?o- 
noihlc  program  Is  couirlfcir-productive  to  meeting  the  employment  needs  of. 
women,  minorities  and'  owr  workers.  We  call  for  the  cbnvdrWOn  of  excessive 
military  spending  into  |)ei^tlme  social  service  prograip»j,'\  /  >    .^^  ^ 

COMMKNTS  (>N  HPKCWIC  SK(TIONS  OF  TIIK  ACT  OF  (3<)NCT-R^^  tO'y^^ 

.  In  contrast  to  previous  drafts  of  H.R.  50,  the  current  draft  appear^*  to  l>e 
designed  to  solve  the  nnemploynu'nt  problems  of  that  segn^ent^of  the  workforce, 
which  has  traditionally  l)een  most  favored.  It  does  llt(l*  t/L.addressWIie  prol)-  . 
lems^l^hose  groups  In  the  workforce  who  have  lM»en  nHmt,  deprived  of  the 
l^enttitlnif  ftill  and  equal  emplovment  in  the  past.  We  slioijHd»Ji6\v  like  to.  offer  ■ 
comitnts  on  siwcific  sections  of  the  ACT  which  are  of  l^^puj(jr  cooo^^rn  to 
womVn.  ^ 

.Section  2{h)  (4)  ^  'A' 

Altliongli  NOW  believes  tliat  tlie  nrbievement  of  e(ntal  employm<*nt  api)ortu- 
nlty  would  Im;  easier  under  conditions  of  tr»u'  fiill  enjplo5  nient,  It  is  ImiKirtant 
to  note  tliat  fuW  employment  ,wlll  not  necessarily  solve  the  problem  of  fh*  dif- 
ferential iK'tween  white  males  and  those  grotips  tradltcmally  siiffering  discrmi- 
nation  In  !lie  workplace.  IMst'rlmination  Is  a  factor  wldch  is  separate  from 
cyclical  economic  belmvlor.  It  Is  erroneous  to  assttmc  that  if  there  were,  no 
recessions  there  would  be  no  discrimination.  Where  discrlndnation  exists  a|id 
reqiUres  structural  change,  tiie  bill  makes  no  provision  for  rcmnter-discrimina' 
tory  programs.  For  example,  the  bill  apiMMirs  to  asstiinc  that  there  wo\M  be  no 
'  market  lm|)erfectlons  If  the  economy  were  moving.  However,  the  diuil  nmrkets 
for  so-called  "male"  and  "female"  Jobs,  which  have  resulted  In  artificially 
dcpresMMl  wage  rates  for  moHt  wonn-n  workers,  would  simply  be  p<»rpet!mted  If 
full  employnu'nt  for  woh)en  were  achieved  thrvngh  continued  placement  in  tra- 
ditionally female  Jolis.  Ifnder  these  c<mdltlons,  it  Is  rea^vr)nable  to  assume  that 
the  dimrlmlnatory  Wage  rates  would  aim)  be  periM'tuated.  Nothing  In  the  Idii 
siM'aks  to  pntbleniH  of  this  nature.  NOW  i)elleves  that  such  problems  must  be, 
siM'Clfically  addressed  in  order  for  tills  bill  to  make  a  meaningful  contrilaition 
to  the  elimination  of  discrimination. 

Heotion  2A 

There  are  some  areas  where  full  emphiyment  and  e(|ual  einployment  clearly 
overlap  For  example,  an  iM  onomIc  n^  ession  residting  in  layoffireond»icte<l  on  a 
"laat  lilriKl,  first-fired**  liusis  can  cause  a  l(»ss  of  equal  employinjnt  gains  where 
women  and  minorities  have  l>een  lnt<Krate<l  recently  into  l^iliirpreviouHly  held 
ROlely  by  white  mea.  Thus,  we  are  pleasHl  that  this  sectbai  reeogniw»d  the  need 
for  programd  siH»cifienlly  concerned  with  the  problem  of  high  tinempioyment 
during  recesnlonH.  We  iMJileve,  however,  that  such  prograias  shotild  l)e  "siKJclficpUy 
denigncd  to  elbninate"  .rather  than  "redvice  *  high  imemployment.  Similarly,  we 
ure  pleawHl  tliat  the  bill  calls  for  programs  to  re<luce  structural  unemployment 
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"among  pnrtlcnljir.  labor  *  force  grouvK."  hut  urge  that  the  ultimate  goal  of 
HUch  programs  1k»  the  ellmhuitiou.  rather\|han  the  roducticm.  of  structural 
unemployment.  <  * 

NOW  l>PliPvos  that  this  .se^th)n  must  he  greatly  strengthened,  to  avoid  cbu- 
tinning  diseriminatiou.  hy  siK?cificftlly  mipntioning  women.  minoritieH.  and  older 
people  as  heing  among  those  lalM>r  force  groups  whieh  Congress  intends  to  ^ 
assist  hy  thii^  le>;islatiou.  This  is  particularly  iniportftut  sinctvan  entire  section 
of  the  i>ill  is  ihulicnted  to  addresning  the  unemployment  problems  of  younj; 
workers,  hut  thO' ACT  makes  no  specific  mention  of  the  unemploymept  proh- 
lem.s  of  wj;VJ»^\ 'minority,  or  older  workers.  NOW  is  also  concerned  that  the 
KUbjeni  of^nd<?r<Unployment  is  not  covered  hy  the  ACT  since  a  dispropor- 
tlouMff-numrwof  women  are  underemployed. 

Section: J0^!\Scv,,\2iU)"  .  .    \y  i 

I  ^OMt\i^T3\nuai*\f}]\*  establishment  of  the  right  of  nil  adimjJAmericans  able 

_jtXl!L^i:iJiin^toAv(>^^^  for  u.seful  pAid  emplpyniGftt/oit  f/tir  rates 

.vof  eomi>enHatioif.>V(^?Hire  4is"turbed  however,  at  tlie  addition  of  Hl^fVxpTO.^slon 
"seeking  work"' fo  this  version  of  the  hiU.  ^^%0S^M^^^'^^  ^^''^ 
obviously  win  fail  to  a(l(lress  the  problems  of  th6  d|i|(^<p^e^  woj^lvpr.  Indeed, 
it,  w(mld  appear  that  in  this  version  of  the  bill  dhSjo^jr^jW' 
counted  n«  part  of  the  labor  force.  A  larfje  pr(>i>ortiorl^lyft^)tiraft?A*^^^ 

•  are  women  ami  members  of  minority  groups,  becauj*^  rflj^  Hawo  suffereolSHeri- 
'ous  diserlnjination  in  past  efforts  tjj^Sftnd  employment.  th^lS&r^  believes 

..  that  it  is  essential  that  such  workers  he  counted  as  parti^tlv^  lj<bor  force  if 
the  ACT  is  to  achieve  any  true  condition  of  full  employmerit'in  this  society. 
For  this  reason,  we  suggest  the  deletion  of  the  expression  "seekinj;  work" 

■  wherever  it  occurs  in  the  hill. 
Section  lOJ^ ''See.  :iA  id) 

Although  NOW  does  not  acc(i)t  the  Idea  of  a  minimum  "aceeptaijle"  level  of 
unenjploynieut.  we  realize  that  there  will  always  Ite  some  uilulmM  .level  of 
unemph/vnu'Ut  because  of  job  sei^reli  and  labor  mobHity  consi(\||^A*to}^  How- 
ever, NOW  is  sravelyj  coneerned  about  the  establishment  of  an  i^f^^iWl^  per- 
cent nmxiihuiu  "acceiltahle*'.  um?mpl(>yment  level.  Our  concern  on  J^htM^ttUit  is 
two-fold:  '  ' 

(1)  The  3  percent  is  given  as  an  ultimate,  rather  than  an  interim. Tgonl-  The 
3  percent  level  of  unemployment  Is  established  as  the  "minimum  level  of  fric- 

'tlonal  unemployment  consistent  with  efficient  job  search  and  labor  mobility." 
There  is  uo  emphasis  on  further  recluction  of  unemployment  once  this  goat  is 
achieved.  The  full  employment  is  reached  when  no  one  is  involuntarily  unem- 
ployed. 

(2)  the  3  i>ercent  level  Is  doubly  suspect  because  it 'nowhere  takes  Into 
account  the  faet  that  the  unemployment  levels  of  white  males  drf»p  below  3 
percent  in  good  times,  while  the  unemployment  levels  of  women  aud  minorities 
remain  significantly  above  3  percent.  The  table  below  gives  the  relevant  statis- 
tics for  1069,  a  year  when  the  overall  unemployiu<'ut  was  3.5%./  , 

UNEMPLOYMENT  RATES  BY  RACE  AND  SEX  FOR  1969 

Unsmploymant  Ratio  to  whit* 

rate  mala  lata 

White  male                                                                                       2-8  [-00 

Whltafamale;                                                                                        il  \  m 

Black  male                                                                               ^              5  3  •  1.89 

BiKk  female                                                                          V              '.8  Z.79 


Source:  Statistical  Abstiad.  1975. 

Thus.  In  a  year  when  unemployment  was  not  a  major  concern,  it  is  clear 
that  th«  blaek  female  population  was  asked  to  sustain  a  level  of  unemploy- 
ment which  would  he  catise  for  national  alarm  if  it  were  Buffered  by  the  white 
male  populatiqti.  Further,  It  should  he  noted  again  that  the  unemployment  fitn- 
tistlcs  given  do  not  Include  discouraged  workers  or  Involuntary  parttlme  work- 
ers, the  majority  of  whom  are  women  and  udnorltlefl.  Tlierefore,  the  above 
table  presents  a  much  uujre  optimistic  picture  than|r(^ftllsticnlly  existed  In  that 
year  of  ostensibly  low  unempl')yment.  '  . 
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NOM  hcIicvoM  that  it  is  imporntive  that,  at  the  very  least,  a  clause  should 
be  Juhled  tn  this  section  which  would  specify  that  the  interim  goal  should  he 
an  une^nploynieiitjrnte  which  must  not  exceed  3  percent  for  nny  group  in  the 
labor  ff>^ee,  regardless  of  sex,  race,  colof,  religion,  national  origin,  or  age. 
Scotion  W4''Sci\iU  (o)(2)"  . 

NOW  commends  the" 'recogniticm  of  tiic  importance  of  nroviding  quality  cliiid 
bare  for  all  at  cost>4  within  their  means.  We  would '^suggest  replacing  the 
•  expression  "day  care"  to  "ehiltt  eare".  in  recognition  ofMhe  fact  that  many 
parents  work  at  night  and  thus  require  child  care  during  hours"  wiiich  are  out- 
side the  schedule  of  the  Uwual  day  care  center.  ^ 

ScctioHH  202{v)  (/,)  and  20/,  (a)  (/)      .   ,  /  ^ 

We  want  to  ejliphasize  that  women  and  minorities  should  |/e  speeifleall.v 
mentioned  in  this  section  ns  affected  "groups  within  tiie  laljfir  force."  Women 
and  ndnority  workcr.M  arc  almost^  invariably  the  most  severely  affected  meni- 
^  bers  of  any  labor  force  group  in  terms  of  uneuiployment.  In  addition,  extensive 
expeijenee  has  shown  that  goverilmen^  pfficials  tend  to  ignore 4he  problems  of 
women  find  ififiiorities  unless  they  are  specifically  directed  to  concern  them* 
selvc^'Witii  these  problems.  - 

.9cc-f»v«  M  '.     -  .  ■        '  ^ 

NOW  is  acutely  uwjire  of  the  severe  .  unemploynieiit  crisis  amorig  y\mug 
people,  particularly  anumg  minority  .vonths.  Xoung  niinorify  Women  sufferi  the 
highest  rate  of  unemployment  of  any  group  within  tills  society.  Therefore!  w<» 
nmst  stress  tlie.  Importance  of  specifically  aekn(»wledglng  tlie  extreme  sei^rity 
of  the  unemployment  problems  of  young  female  and  minority  workers. 

Further,  we  (juestion  why  the  ACT  nowhere  Includes  mention  of  tlf  special 
e;iiployabllIty  problems  of  displaced  homenmkers.  These  women  are  V»terlng 
the  workforce?  In  mhlTile  age  and  require  special  helj).  Thev  often  have^tn^^mT^ 
ketable  skUls,  very  Hmited  personal  resourcejji,  and  no  place  to  turn  They  al.so 
face  a  double  biwden  of  discrimination  tm  the  basis  ofinex  and  age  /NOW 

•  believes  that  the  ACT  would' be  strengthened  by  direct  .nittiition  of  the' prob- 
lems of  tiie  displtf' ed  honiemaker.  ^  rv 

Section  206  (o)  ,  ;  .     .  \  ' 

By  defining  those  peophi  who  ar^  to  he  assisted  under  this  section  as  "adult 
Americans  able.  «  illin|f,  and  seeking  to  work  but  whoj  despite  a  serious  effort 
4o  obtain  employment,  are  unnble  to  do  so,"  the  bill  once  again  stres.ses  that  it 
does  not  adOress  the  proi>lems  of  people  who  are  mt  making  a  serious  effort  t(r 
obtain  einploynient,  because  pnst  experience  has  shown  them^tliat  such  effort  Is 
futile. 

i^cciion  200  {c){i)  -  ■ 

NOW  commends  the  Inclusion  of  this  clause.  Properly  administered  it 
should  provide  people,  such  as  the 'aforementioned  displaced  homenmkers,  with 
some  of  the  aid  necejjsary  in  order  to  become  useful  and  productive  mendiers 
,of  the  work  force,  It  is  imperative:  however,-  that  counseling  and  training 
under  this  provision  include  encouraging  w^)n)^  to  opitprtnnities  In  nontradi- 
tional  jobs.  ^  '  \si- 

•  Scctio^  206  .  ^     ■  -         „  ^» 

Any  determination  of  n  job  seeker'ioahiiity. to  perform  certain  kinds  of  work 
must  be  based  on  an  individualized  evaluati(m  of  that  iM?rsons'  capabilities 
and  not  on  stereotypical  ideas  as  to  what  Jobs  are  appropriate  on  the  basis  of 
sex  and  race.  I'nst  nmnpower  (sic)  programs  have  been  plagued  with  severe 
f4ex  discrimination  in  training  and  plaeemoijt.  It  is  essential  that  a  strong 
rtnti-dlscrimiimtion  provlshm  be  included  In  this  section. 
/Section  206  ic){;i)  ' 

This  section  wonid  clearly  have  a  discriminatory  effect  on  most  women,  and 
thus  is  unacceptable  to.  NOW/Womeh,  particularly  nnirried  women,  have  often 
Huffored  severe  oniployment  discrlmlnatloiv  in  the  past  because  of  consideration 
of  Just  factors  as  "the  nund)er  of  employed  jiersons  in  a  household,  nundier  of 
people  economically  deiM*ndent  upon  any  such  person,,.  .  .  household  ineome'V 
and  similar  harriers  to  eqiml  employment  opportunity,  nuring-  the  Depressk)!! 
women  schopl  teachers  were  dismissed  from  their  jobs  if  they  married.  Indeofl. 
married  \y(mien  were  pnddbited  from  teachUif,^' school  in  various  district^'^ln 
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AIaaKaciiuJ<ett<j /uxjtli  lJM8r  Aftor  World  War  II,  women  who  had  been  perform- 
ing weii  In  traditionally  male  jobs  wert?.  fired  to  open  opportunities  for  return- 
ing veterans'  These  reslrl'ctfons' caused'*  severe  strain  on 'many  fmniiies,.  as 
'wbmert  sought  to  keep  >lu»  fact  of  their  marriages  secret  from  their  employers 
in  order  to  continue  to  earn  the  money  their  families  needed  ^qr  exercise  the 
sklliiyfor  which  they  had  tralneti;  j  a 

lu/plementatlon  of.tliiK  section  will  reinf(»rce  the  myth  that  married  women, 
do  »iot  need  to  worJc.  In  fact, -by  1074Vhe  numlier  of  married, women  in  the 
Inbcir-force  wiiK  five  times  iV;^  large  as  in  "UMO  wliereas  the  ^ppulation  of  mar- 
ried women  wasMuly  about -one  and  two  third  times  as  large.^  (See  figure- 5). 
St/itlstlcH^ulsd>  sljow  that  Ip"  in  more  than  half  of  *  wife-husband  families 

thfe  wife  had  eafuiugS  M See  Figure  0).        "  .  »•  ' 


Ref.    1975  Handbook- on  Women  Wdrkera;  U,  S.  Department  of  Labor,  Employment 
Stdndarda  Admlnlatratlon,  Womena  Bureau,  Bulletin  ?97. 


a  IMd  p.  U\. 
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TIu  ijaslwi^d  Was  tltt  Or)l^  €art)tr  \») 


^UtriUtioa  of  KuskanA-wlft  faimUt»*l>2  cam«r5  la  fonul^  in,  1^72 


ftktr  rtUtitMi)  oal^  >  t% 

*ruil'«>  U'of  X»rch  19?3(  ftalllw  wUh  no  atrn^n  *f  re  Irvjludad, 
Sourcci    V.:.  DtpKi-incnt  of  CoiuMrcc.  feurMu  of  thcfttntu*. 


.  V; 


Ref.    1975  Handbook  on  Women  Workers;  U.  S.  Departmejit  of  Labor,  Employment 
Standards  Administration,  Womens  Bureau,  Bulletin  297. 

This  Hection  alHo  aHHuincH,  Incorrectly,  thait  married  women  are  well  taken 
cAre  of  througliout  tlieir  lives.  NOW's  extensive  work  witli  displaced  liomemak- 
ers  has  made  us  painfully  aware  that  this  is  not  the  case.  Many  women  who 
have  accepted  society's  assumption  that  they  would  always  be  provided  for  by 
their  husbands  nrc  widowed  or  deserted  in  middle  age.  They  are  left  flounder- 
ing  when  they  must  face,  often  for  the  first  time,  the  exigencies  of  a  Job 
market  which  is  ill  prepared  to  absorb  their  talents.  Excluding  these  women 
from  the  possibility  of  obtain^g  employment  under  the  Act  during  their  mar- 
ried years  simply  increases  their  vulnerability  to  severe  unemployment  prob- 
lems later.  In  a  bill  which  emphasizes  long-range  planning,  this  approach  iH 
surprisingly  short-sighted. 

NOW  believes  strongly  that  women  can  no  longer  be  treated  as  the  disposa- 
bles of  the  labor  force  or  the  chattels  of  men.  We  must  have  equal  opportuni- 
ties for  full  employment.  If  the  Act  is  to  set  any  short  range  priorities  for 
placement,  they  must  be  carefully  constructed  so  .that  they  cannot  impact 
adversely  on  any  group  identifiable  by  sex,  race,  or  age.  The  priorities  set 
under  this  sectioi(  obviously  do  not  meet  (his  criterion. 
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;  499  ,  ^ 

.Section  206  (c)  (4)  ^  '       i      1  ' 

This  section  also  calls  Into  question  whether  or  not  thg  Act  Intended  to 
achieve  full  eniploynient,  or  only  full  enipl(>j'ment  for  some  groui^s  in  t»e  labor 
force  The  setting  of  eligibility '  criteria  such  as  household  Income  to  limit 
access  to  the  program  which  ultimately'  provides  employment , for  those  people 
not  othem'li?e  placed  under  the  Act  will  obviously  exclude  a  disproportionate 
•number  of  married  women  from  equal  access  to  employment,  opportunities. 
This  provision  can  clearly  l?e  expected  to  have  a  discriminatory  Impact  on 
women, and  must  be  deleted.  Again,  we  cannot  stresij  too  strongly  that  an^ 
short  range  criteria  adopted  must  not  have  an  adverse  ^impact  on  groups  ^en- 
tlfiable  by  sex,  race,  or  a^e.-  '     <  ^^-^    ^     •       ,  J  * 

.  Since  the  Secretary  of  Labor  Is  Assigned  the  responsiblUt*'  for  carrying  out 
the  provisions  of  Section  206  of  the  Act,  It  would  be  appropriate  to  examine 
the  past  record  of  the  Department  of  Labor  in  .^taiilar  areas.  A  complete 
descr^ptioji  of  civil  rights  enforcement  problems  orMiployment  Service;  Man- 
power Training,  arid  work  Incentive  programs  can  .lie  found  In  the  report  of 
the  US  Commission  on-*(MvII  Rights,  Thv  Federal  Civil  IliffhtH  Enforcement 
Effort'-197A  Volume  VI.  To  ExKnd  Federal  Financial  Asnistance.  A  brief  j)as- 
sage  taken  from  the  report  (page  409)  should  be  suffltlent^to  demonstrate  the 
Depiirtment  of  Labor's  dlseilmlnatory  treatment  of  women  under  these  pro- 
grams in  the  past _  .  ^» 

In  Juno  i074  this  Conunlssjon  held  hearings  In  Chicago  on  the  ofTect  of  Man- 
power Administration  .prfigrams  on  women.  Thos<j  hearings  revealed  ,  that 
minority  woi!ien  trainees  were  not  counseled  to  enter  nontradltlonal  occupa- 
tions In  fact,  program  counselors  would  often  suggest  only  female-dominated 
occupations  us  options  for  skill  training;  for  example^  counselors  would  refer 
minority  female  trainees  to  domestic  work.  Counselors  in  the  programs  testi- 
fied tonhe  lack  of  any  guidelines  or  enforcement  mechanisms  for  ensuring 
crompUance  with  anti-sex  discrimination  law.  The  hearings  also  revealed  that 
MA  programs  gave  priority  In  job  placement  to  unemployed  male  household 
liends  over  unemployed  female  household  heads.  Even  when  woipen  w^re  placed, 
they  were  given  the  lowest-paid  work  with  tha  least  chance  of  aavancemertt.- 
Ilearirigs  Before  the  V.8,  CommiMiop  on  Civil  Rights  in  Chicago,  niino[s,  JunH 
/7-^/.9,  ii?7^  (unpublished  transcript) 

Specific  safeguards  against  the  recurrence  of  such  problems  must  he  written 
^  Into  the  Act  to  prevent  It  from  becoming  a  mockery  for  women  seeking  a  fair 
and  ecpiltable  position  In  the  labor  fotce. 

i^lcction  207  '  - 

•  NOW  Is  concerned  that  this  section  might  b^  Interpreted , In  such  a  way  as 
to  tend  to  force  i)eopIe,  particularly  mothers,  participating  In  Income  mainte- 
nance programs  to  work  outside  the  home  regardless  of  their  Individual  deter- 
mination of  the  wisdom  or  desirability  of  doing  so.  If  adequate  job  opportuni- 
ties were  provided,  discriminatory  barriers  to  employment  were- removal,  and 
'iufflclent  quality  ohild  care  and  other  necessary  facilities  and  programs  were 
available,  it  Is  likely  that  many  people  who  have  been  participating  In  income 
maintenance  programs  would  desire  and  be  able  to  return  to  work.  N,OW  Urges 
that  this  section  be  deleted.  At  the  least,*  It  should  be  clarified  to  preclude  any 
misinterpretation  of  Its  Intent.  * 

Section  ^01 

Essential  to  any  major  piece  of  employment  legislation  Is  a  strong  and  effec- 
tive nntl-dlscrlminatlon  provision.  NOW  Is  distressed  to  note  that  the  non-dls- 
erlinlnatlou  section  of  U.K.  HO  is  based  on  the  enforcement  structure  for  Title 
'  VI  Unfortunately,  this  enforcenient  structure  has  proved  to  be  unworkable. 
Tliero  are  no  lliiiits  placed  on  the  length  of  time  the  Secretary  of  Labor  may 
take  to  determine  that  discrimination  has  taken  place  or  to  notify  the  recipi- 
ent of  a  finding  of  noncompliance  with  the  anti-dlscriminatlon  provisions  of 
the  ACT  Merely  establishing  a  sixty  day  time  limit  on  voluntary  compliance 
by  the  recipient  will  not  resolve. the  problems  Inherent  the  system  wh^n  the 
recipient  falls  to  secure  nmipllanoe  because  the  Secretary  of  Labor  is  author- 
ized, rather  than  mandated,  to  tiike  the  necessary  enforcement  action.  Under 
Title  VI  this  "authorization"  has  all  too  often  heen  liiterpreted  to  mean  that  it 
Is  riot  nee^essary  to  take  any  action.  (See  the  Civil  Rights  Commission  report, 
previously  cited  for  a  complete  description  of  the  finforcement  problems  under 
Title  VI.)  The  possible  modes,  of  action  specified  by  the  ACT  are  Inadequate. 
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(IX  l*nst  exporipiico  dlotatoH  tluit  referring  the  matter  t(i  tlie  Attorney  General 
witli  a  rec<>ninjcn(lati()ii  that' a  civil  action  he  instituted  is  luilikely  to  result  in 
Any  action  taken  by  the  Department  of  Justice.  (2)  As  mentioned ^prevtously, 
exercisinR  the  powers  provided  by  Title  VI  is  unworkable,  and  the  adininistra- 
tive  .process  is  long  and  drawn  out.  (3)  The  section  which  permits  the.  Secre- 
tary of  liahor  t(i  take  any  oth^r  action  provided  by  law  could'-sirapiy  resulf  in 
havjng  the  inatjjer  referred  to  another  ageni?y  for'  disposal.  For  example,  HEW 
refers  complaints  to  the  EEOC  which,  defers  tUfm  to  ^tate  agencies.  This  pro- 
vision 8  imply  permits  "passing  the  buck",  and  inipedes^the  timely  re.Moliition  of 
complaints.  • 

In  ordier  fa  make  the  nondiscrimination  .section  of  (he  Act  effective,  it  is  nec- 
essary to  provide  a  pr-ivate  right  of -actioji  with  no  required  exhaustion  of 
adnlinistrutive  remedies.' In  addition,  the  Secretary  of  I-abor  should  be. directed 
to  set  up  a  mechanism  to  receive  and  investigate*  discrimination  complaints, 
issue  dPtermiimtigns  of  cause,  and  institute  fund  termination  procedures. 

WOMi:N  AS  WOHKKRH:  AN  OVERVIKW 

NOW  has  nuid^  the  previous  critical  and  speciHc  coinments  based -<ih  10 
years  experiencc'often  frustrating,  trying  to  overcome  sex  discrimination  in 
employmeijt  against  women: 

'TheOrgani/^ation  has  worked  for  legislation  outhiwing  discrimination  ahiU^ 
^push^n^for  stricter  agency /•enforcement  on*  the  non-discrimiimtion  laws.  When 
those  remedies  were  inadequate  if OW  .  moved  for  redress  in  the  courts.  Tliis 
experience  has  left  NOW  wiser  alout  the  uiany  ways  ili  which  Spe^al  Inter- 
ests can  circumvent  the  national  goal  of  equal  opportunity. 

>  Frequently  we  hear  froai-those  in  positions  of  power  In  both  the  public  and 
private  sector  that  we  should  emphasize  the  positive ;  i>oint  to  the  positive 
•'changing  roles"  of  women  JUi  the  labor  fcjrcLM  ,;ind  celebrate  the  '^token" 
women  who^  have  been  aU(»wed  tu  be  Ji  part  of  -Jieretofcjre  male  dominated 
institntion^*nnd  occupations.  We  disagree. -AVe  feel  it  is  most  crucial  to  expose 
and  pnbllcr/^e  the  seriously  deteriorating  status  (if  women  in  the  economy,  par- 
ticularly  in  nie  context  of  the  current  national  debate  over  full  employment. 

Histprically,  as  women  have  entered  tlie  work  fofcr  in  ever  increasing  num- 
bers, their  economic  stability  has  grown  more  preeari(ais.        .  ' 

In  the  1000-1074  i)eriod  the  greatest  increase  in  the  labor  force  participa-' 
tion  rates  was  among  females  (See  Figure  7).  A  c(niipari^on  of  wage  or  salary 
income  of  fnll-tinie  year-nmnd  female  workers  }n  seleeted  occupational  groups 
with  that  ot  men  (See  Figure  8)  showed  that  women's  relative  income  posi- 
tions deteriorated  in  most  oceupation«>l  groups  diiring  the  period  of  gWiwth  ' 
between  1002-73.  The  overall  earnings  gap  between  fi'nniU*H  and  men  widened 
substantially  during  that  time  (See  Figure  0).      '  '  / 

Hetween  January  1074  and  .Tainiary- 107fi  the  iaiior  force  grew  by  1.5  million. 
Adult  women  accolint  for  1.1  inillUm  of  that  increase.  Projections  froui  the 
U.S.  Department  of  Labor'  also  disclose  the  iniiuber  of  female  workers  and 
their  proportion  of '  the  labor  force  will  ecmtinne  to  grow  (see  Figure  10). 

It  i^s  also  logical  to  assume  that  the  gap  in  earnings  will  continue  to  grow 
without  a  linijor  governmental  effort  to  establish  equity. 

NOW  C(intinual^y>iioiuts  (uit  the  reason  for  this  growth  of  women  imrticipat- 
ing  in  the  hi bor  force  is  due  to  women's  need  to  survive  to  provide  for  their 
families  or  personal  satisfaction:  and  that  women  work  (uit  of  economic  need 
just  as  men  do  (See  Figure  11).  Nevertbeless/-  we  feel  it  Is  imperative  to 
repeat,  again,  the  statistics  and  fact s^  we  should  all  know  by  imw.,  since  our 
experience  Imllcates.that  the  pu'ssage  camiot  be  repeated  often  enough. 

According  to  a  recent  study  conducted  by  economists  Heather  Ross  and 
Isabel  Sawliill  of  the  Urban  Institute,  female  headed  families  with  children 
0  now  constitute  in%  of  all  families,  up  from  0%  in  lOm).,^JPuring  this  same 
period  of  time,  the  proportion  of  fenmle-beaded  fainll^pk  in  poverty  has 
increased  from  1K%  of  all  poor  ftimilies  in  10(10  to  4l':^;ln  1074,  Ross  and 
Sawbill  also  show  that  in  1074.  .T2  jx^rcent  of  all  poor  families  were  husband- 
,  wife  and  children  famiUe.s.  In  1073,  in  the  age  group  of  25-44  years  of  age, 
the  ages  both  of  liighest  rate  of  participation  in  the  labor  force,  as  well  as  of 
cblldhearing  and  rearing,  the  uiean  Im-caue  of  female-beaded  families  was  one 
half  that  of  male-headed  single  i)arent  families,  and  bai'ely  one  third  that  of 
husband- wife  families.       *  ^ 
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TheseNmre-boiieU  llKiirfjrllo  ikj!  revenl  fhe  nddiHx^jinl  KOcial  ni/d  economic 
*  demands- plnced  on  the  i^VorkinK  \Voinan,  regardless' of  lior  marital  KtaUis.*T!ie  • 
,    Women's  HiireauHias  jumitod  oUt  U\{\t^'\\  .  .  the  avera1?e  working  wife  spends  H 
hours  a  day  (or  34'lic)iirs  a  \\cel£)^  on  bouscaiold  tasiks  in  addition  to  lier  work 
outside  tlie  home.  The  average  huslyind  spends  1.0  lioiirs  a  day  on  liome  taslis. 
For  tlie  working  woman  wl^a  is.  also  the  head  of  a  family,"  the  work  week  ( 
'  approaclies  Sli  liours-r-^O  hours  on  the  joh  and  40  at  home.  But  she  \^  also  '^'^ 
foj-eed  to  manage  this  task  Jin  every  age  group)  with  less  than  half  the 
income  of  a  male-headed  family.  These  prohlems  are  compounded  by  the  paltry 
availability  of  child  care  faollitlAs:  in  1074,  5  million  working  mothers  had  0  . 
million  children  under  a:,v      wHile  the  number  of  child  care  slots  was  only 
^iJ20,000.  The  average  workiiu:      luan^  whetTier  or  not  she.  is  the  sole  head  of 

thtos£amily,  is  without  adiM]Uiih  rhiid  care  fot  her  small  children,  overworked,  .  .  ■ 
and  underpaid.'  ■'       '     ^  -  .  '  \ 

Employment  research  has  repeatedly  found  occupationaT  segregation  "to  be  ^ 
the  principal  factor  contributing  to  women's  lo^y  wages.  The  Manpower  Report, 
— •of-the-l'rcfrfdent^-Wf^y-Tolnts-mir-that  claife^  bv^earfnrigs'  " 

reveals  a  marked  similarity^to  classification  of  jobs  by  sex.  Male  dominated      *  ^ 
^occupations  aks\imes  the  l^nd  in  wages'..  Average  earnings  in  private  industrji*  * 
in  March  of  1074  were  $4.00  an  hour.  In  occupations  with  high  proportions  of 
women,  the  average  w«^;e  was  S^.OO  an  hojjr.  Wvf/men  ojre  not  only  concentrated-' 
in  lower-paying  jolts,  but  are- also  fouud  in  lar^e  mjiubers  in  non-union  busi- 
ness enterprises.  \  nuniber  of  element^^t<bi«en'tlie  w^ftes  of  yonien  depressed : 
Lack  of  protection  under  collective  bargaining  a'greement.s,  JUie  negative  effect 
of  so  umny  women  wanting  work;  who  but  of  desperation  job  will  settle 

for  low-paid,  dead-end  jobs;  and  the  repeated  cycles  of  economic  recession*** 
.  whicli,  with  frightening  regularity,  wipe  out  gain's  made  by  women  between, 
the  low  points  of  the  c.vcle, 
Affirmative  action  programs  help  to  ameliorate  the  worst  abuses  in  discrimi-  , 
.nation.  But,  within  tiie  framework  of  limited  oH^loyment,  reces.sions,  and  • 
laixe^numbers  of  womeiL  workers' competing  for  traditionally  "female"  jobs, 
the  gain.tj  will  contin\ie  to  l)e  nmrginal.  Equal  *fcpportunity  laws  must  be  bol- 
stered l)y  a  constant  tMilafgement  of  employment  opportunities.  AV©  must 
develop  a  coherent,  planned  approach  to  achieving  this,  or  the  struggle  f or  ^ 
ecpml  rights  will  result  in  .small  gains  for  women  and  minorities  with  contin-  - 
ued  frustration. and  deeper  despair.  . 

In  the  past  year,  "last  hired,  first  fired"  has  become  a  red-flag  phrase  to 
many  women  and  niinorily  men.  Under  tiie  seniority  principle,  last  year,  600 
wonjen  were  laid  off  at  tbe  Ford  Motor  Company,  and  'JOO  at  General  Motors. 
This  comprised  nearly  a\i  the  women  who  had  been  hired  in  recent  years 
,  through  afflmmtive  action.  Over  300,000  women,  or  11.2  percent  of  all  women 
workers,  as  compared  with  7.7  percent  of  all  jneii  workers  in  the  durable  goods 
manufacturing  sector  lost  their  jobs  last  year. 

Bona  fide  seniority  systems^  nnist  be  upheld  and  preserved  as  the  only  j(A 
security  working  women  and  men- have.  But  this  does  riot  mean  that  affirma- 
tive action  gains  achi«*ved  Over  five  or  six  years  should  lie  wiped  out  in  a 
matter  of  niontbs. 

••Trading  off"  betvveijrt  seniority  and  affirmative  action  is  unacceptable  since 
it  creates  destructit^  conflict  oy<?r  a  .shortage  of  jobs,  pitting  men  against 
women,  whites  again.st  bhick.s  and  other  minorities,  and  placing  the  burden  of 
rece.ssion  on  the  people  least  able  to  i)ear  it.  - 

mSPAKATK  KFFKCT8  OP  UNE^^PI.0YMKNT 

In  1075,  the  official  unemplo^'ment  rate  soared  higher  than  a|:  any  time  since 
tbe  Great  Depression. .  The  number  of  unemployed  averaged  7.8  million,  but 
during  tbe^yeaf,  many  more  already  discouraged .  job  seekers  were  aflPected; 
Millions  ot  employed  workers  felt  a  growing  sense  of  insecurity.  For  women, 
minorities  and  young  people  about  to  embark  on  or  to  resume  careers,  the 
economy  looked  like  a  lifeboat  with  no  empty  seats.  -  . 

In  1070,  the  unemployment  rate  for  white  women  is  7.5  percent,  for  black 
women  it  is  10  percent,  for  minority  teenagers,  the  rate  is  .35  percent,  while 
for  wliite 'males,  the  rate  is  5.1  percent.  Women  comprise  CO  percent  of  the 
estimated  700,000  discouraged  workers,  and  millions  of  part-time  women  work-  ■ 
ers  who  need  and  want  full  time  jobs  are  uimble  to  acquire  tijem.  Older 
people,  those  witli  physical  and  mental  handicaps  and  many  homemakers  are 
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told  tlmt  they  don't  Iwlonj;  in  the  lahor  market  at  all.  What  these  inequities 
mean  is  that  a  recession  for  Holne  is  a  depression  for  others. 
'  Past  economic  poliiiea  iiave  ignored  single,  separated,  widoweil  and  divorced 
women  and  the  fonr  million  children  who  live  in  families  headed  by  working 
women.  Moreover,  those  policies  have  not  acknowledged  the  necessity  of  the 
working  wife  whose  families  would  simply  not  1)€  able  to  make  ends  meet 
without  the  additional  incomes.  x 

NOW  believes  that  in  order  to  achieve  full  employnaent  and  equal  opportuni- 
ties, special  measures  will  l)e  necessary  for  these  disadvantaged  groups.  Subsi- 
dized training  programs  to  up>;rade  skills  will  increase  incentives  for  the 
employer  and  employees  to  maintain  the  work  relationship.  Improved  career 
and  vocational  connselinR  are  needed,  particularly  for  teenagers.  Programs  to 
break  down  occupational  barriers  and  widen  women's  labor  market  goals  and 
opportunities  Svill  hcip  to  end  discrimination  and  more  equally  distribute 
women  among  occupations.  Special  programs  are  needed  to  ensure  that  part- 
time  work  is  an  option  for  those  who  wish  It,  and  not  a  necessity  for  certain  . 
classes  of  workers.  Older  women,  especially  the  displaced  homemakers,  who 
are  re-enterlnp  the  work  force  or  entering  It  for  the  first  time,  need  special 
attention.  Social  services  such  as  readily  available.  Inexpensive  (for  the  par- 
ents) ami  qnallty  child  care  are  the  underpinnings  to  equal  opportunities. 

We  need  permanent  expansion  of  the  public  sector  to  meet  the  above  needs, 
as  well  as  otliers  such  as  environmental  protection,  mass  transportation,  dljml- 
fied  housing,  meillcal  services  and  care  of  the  aglngJ  History  has  proven  that 
the  private  .^e<tor,  dedicated  to  profitable  endeavors,  Is  not  capable  of  meeting 
the  employment  and  service  needs  of  the  AmVlcan^  people  without  formidable 
cost  to  themselves  or  the  puhlic. 

FL'RTIIKR  COMMKNTS  AND  RECOMMENDATIONS  ABOUT  THE  ACT 

The  latest  version  of  the  !)lll  has  been  strengthened  by  tbe  addition  of  fiscal 
and  monetary  mechanisms  to' ensure  balanced  economic  growth  and  to  control 
inflation.  While  we  regret  that  it  does  not  call  ifor  price  controls  and  tax 
reform,  we  are  pleased  with  provisions  for  sounder  planning  and  coordination 
and  nmnageinent  of  the  economy  by  the  executive  and  legislative  branches. 
The  counter  cyclical  policies  are  also  Important  new  provisions.  While  they  do 
not  address  elimination  of  the  root  causes  of  cyclical  recession,  they  construc- 
tively address  these  symptoms. 

The  grant  program  for  state  and  local  governments  and  the  special  financial 
provisions  for  assistance  to  depressed  regions  and  Inner  cities  will  provide  wel- 
come help  to  areas  hardest  hit.  and  create  large  numl)€rs  of  puhlic  sector  jobs. 

An  omission  of  grave  concern  Is  the  laclc  of  mandatory  controls  on  the  Presi- 
dent and  the  Federal  Reserve  BayK-  It  Is  extremely  Important  that  the 
Federal  Reserve  And  all  executive  agencies  and  commissions  be  mandated  to 
adjust  their  goals  to  conform  with  our  national  priority  of  full  employment.  We 
have  no  assurance  that  the  necessary  structural  changes  will  actually  take 
place.  The  Prt|sident  could  still  insist  that  unacceptable  levels  of  ^'minimum 
frlctlonal  unemployment"  l)e  i^sed  to  flght  Inflation.  Furthermore,  whether  or 
not  the  Fetleral  Reserve  and  other  agencies  vylU  be  held  accountable  for  their 
policies  depends  on  the  mood  and  perspective  of  the  administration. 

A  case  In  point  IS  the  integration.  Improvement  and  expansion  of  youth 
employment  programs.  The  most  statistically  graphic  and  grim  unemployment 
problem  is  among  teenagers,  particularly  In  the  minority  communities,  and  we 
-  commend  the  authors  of  this  bill  for  addressing  this  tragedy.  As  a  word  of 
^  caution,  however,  we  l)€lleve  that  a  piece-meal  approach  could  prove  Ineffec- 
tive. Conceivably,  we  could  have  a  good  youth  employment  program,  and  a 
good  adult  program  which  would  lie  seriously  undermined  by  adverse  Ifscal 
policies  from  tJie  Federal  Reserve.  High  Interest  rates  placing  rent,  property 
and  otlier  necessities  out  of  the  reacii  of  new  wages  would  expand  the  num- 
bers of  the  working  poor.  ' 

The  omission  of  the  Natir)nal  Institute  for  Full  Employment  removes  an 
Important  research  provision.  We  l>elieve  that  an  effective  full  employment 
program  will  re<pilre  ongoing  research,  some  of  which  must  address  the  needs 
and  special  employment  problems  of  women,  minorities,  youth  and  older 
•people.  We  recommend  tlint  this  provision  be  reinstated  to  ensure  long  range 
success  In  problem  solving.  *         n  ^ ' 

We  are  also  concerned  that  there  are  no  provisions  or  policies  In  H.R.  50  for 
conversion  of  military  spending  to  financing  of  peacetime  social  services.  Each 
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1  billion  doUarii  Injected  Into  rural  or  urban  development  creates  approxl- 
'mately  20  percent  more  Jobs  than  does  the  Bame  1  billion  dollars  when  put 
Into  military  spending.  Military  spending  Is  expensive  and  Inflationary.  We  are 
no  longer  impressed  by  the  stockpiling  and  burial  of  new  and  better  weapons. 
Instead,  we  are  concerned  with  the  serious  lack  of  social  services — child  care, 
medical  services,  care  for  our  aging  and  handicapped,  education,  transporta- 
tion, etc.  While  some  countries  are  able  to  spend  Inordinate  amounts  of  their 
national  income  for  military  purposes  while  still  maintaining  full  employment, 
free  medical  care,  public  child  care  and  low  cost  housing,  the  U.S.  is  still 
caught  in  a  "trade-olT'  situation.  If  we  cannot  solve  the  root  problem,  then  we 
call  for  a  transfer  of  priorities  to  social  services  with  a  permanent  expansion 
of  public  service  employment  In  these  crucial  areas. 

NOW  strongly  recommends  that  provisions  be  Included  for  citizen  participa- 
tion in  the  planning  of  Job  programs  in  local  areas.  Governors  should  be 
required  to  hold  public  hearings  to  ensure  that  people  can  communicate  their 
ideas  on  needed  human  services.  The  importance  of  citizen  participation  has 
been  recognized  in  many  recent  major  pieces  of  federal  legislation  and  surely 
is  appropriate  in  this  Act  which  affects  millions  of  United  States  citizens. 

We  thank  the  authors  of  the  Act,  and  the  committee  members  for  their  lead- 
ership and  commitment'  In  the  campaign  for  full  employment  In  the  United 
States.  NOW  looks  forward  to  working  closely  with  you  in  the .  continuing 
struggle  to  create  a  Just,  humanist  society  which  Is  the  goal  of  our  feminist 
action.  We  sincerely  urge  your  careful  consideration  of  our  comments  and  rec- 
ommendations for  inclusion  during  the  Amendment  process. 


Public  Employee  Department  AFL-CIO, 

W^hin{rton,  D,C„  April  25,  1976, 

Hon.  Dominick  V,  Daniels, 

Chairman,  Subcommittee  on  Manpower,  Compensation  and  Health  and  Safety, 
i    Washington,  D,C, 

Deab  Mr.  Chairman:  Attached  herewith  is  a  statement  of  the  Public 
Employee  Department,  AFLr-CIO  with  reference  to  H.R.  50.  We  hope  this  may 
be  available  for  study  by  the  Meml>er8  of  your  Subcommittee  and  for  inclusion 
In  the  record  of  your  current  hearings. 
Many  thanks. 
^  Respectfully, 

.John  E.  Cosgrove. 
Director  of  Legislation, 

Enclosure. 

Statement  of  Public  Employee  Department.  AFL-CIO.  on  H.R.  50.  the 
Full  Employment  and  Balanced  Growth  Act  of  1976 

'  The  Public  Employee  Department,  AFL-CIO  represents  29  national  unions 
which 'have  affiliated  with  the  Department  on  behalf  of  over  a  milliron-and-a- 
half  public  employees  at  every  level  of  government. 

We  endorse  unequivocally  the  statement  of  March  16,  1976  by  our  parent 
AFL-CIO  and  would  particularly  point  up  the  statement  of  April  6,  1976  by 
President  Albert  Shanker  of  the  American  Federation  of  Teachers,  which 

/union  Is  an  affiliate  of  our  Department. 
As  so  many  hnvi*  told  you.  they  were  heartened  by  the  passage  of  the 
Employment  Act  of  1946  and  indeed  It  was  a  major  step  forward.  It  has  not, 
however,  fulfilled  i  expectations  which  many  of  us  had  entertained.  What 
has  \yeen  needed  all  along  and  what  at  last  Is  now  before  you,  with  an  out- 
standing; opportunity  (or  American  progress.  Is  H.R.  50,  the  Full  Employment 
and  Balanced  Growth  Act  of  1976.  It  can  bring  the  hopes  for  the  old  Employ- 
ment Act  to  fruition. 

H,R.  50  combines  the  national  ideal  of  planning  for  Job  opportunity  for 
everyone  able  to  work,  with  practical,  detailed  action  steps  to  be  undertaken 
by  the  Government  to  realize  this  ideal. 

The  country  has  exi)erienced  great  changes  since  the  Employment  Act  of 
1946  was  enacted.  Kven  more  than  then,  we  are  a  nation  of  emph)yces,  with 
four  out  of  five  in  the  workforcftf  working  on  someone's  payroll.  Accordingly,  to 
each  individual,  having  a  Job  Is  of  paramount  importance.  It  is  of  similar 
importance  to  the  whole  society,  if  we  are*  to  have  the  mass  purchasing  power 
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T  which  fuelii  the  free' ent<»rpri«e  Hytitein  and  if  we  are  to  produce  as  well  as 
consume.  If,  on  tlie  contrary,  we  accept  that  tliere  can  be  millions  of  unem- 
ployed—whether the  alleged  purpose  is  to  dampen  inflation  or  whatever— we 
condemn  society  to  u  partial  effort,  and  to  maintalnlpg  millions  on  unemploy- 
ment compensation,  food  Rtamps,  welfare,  etc.  Unhappily  the  latter  choice 
appears  acceptable  to  the  Administration.  It  forecasts  unemployment:.  1976^ 
7.0%  ;  1077—7.2%  ;  1978—6.5%  ;  and  only  in  1070  and  1080  is  the  figure  esti- 
mated to  fall  below  6%. 

We  stand  with  the  former  objective,  that  of  the  Hawkins-Humphrey  hill — 
that  we  i?an  and  must  reduce  unemployment  to  3%.  ^ 

The  testimony  of  the  U.S.  Department  of  Labor  that  this  hill  would  "create 
expectations  that  cannot  l>e  met"  In  seeking  to  reduce  unemployment  to  3%  in 
four  years  clearly  Indicates  a*  trade  off  when  the  goal  Is  compared  with  "price 
stability.  '  We  do  not  believe  that  tremendous  Infiatlonary  pressures  would  be 
generated.  On  the  contrary,  we  think  that  Increased  production  of  needed 
*  goods  and  services,  many  of  them  In  the  public  sector,  could  help  us  reach  full 
employment  with  manageable  Inflation.  Up  to  this  point.  In  the  last  seven 
years,  we  have  experienced  neither  full  employment,  full  productivity,  nor  con- 
trollable infiation. 

The  record  of  the  performance  of  the  American  economy  between  1965  and 
1075  documents  the  dismal  record  of  the  current  Administration  and  refutes 
the  suggested  causal  ne^LUS  between  achievement  of  full  employment  and  price 
stability.  For  example,  l)etween  1965  and  1969  unemployment  averaged  3,8% 
while  Infiatlon'ciJlncldentally  also  averaged  3.8%.  During  this  period  real  eco- 
yomic  ^owth  advanced  at  a  yearly  rate  of  4.6%.  During  the  period  1976-74 
the  average  unemployment  level  deteriorated  to  5.3%  with  infiation  over  the 
year  also  averaging  5.3%.  The  economic  collapse  tn  1975  found  the  official 
unemployment  rate  soaring  to  8.5%  while  Infiation  over  the  year  Increased  by 
7%.  The  historical  evidence  of  the  past' ten  years  rejects  the  naive  hypothesis 
•  that  a  return  to  full  employment  (3%  unemployed  at  thespaost)  will  kindle 
Increasing  Infiation. 

The  current  recession,  the  second  and  most  severe  of  the  Nlxon-Ford  era, 
with  8  and  9  percent  uiiemployment,  which  Is  far  higher  If  one  Includes  the 
underemployed,  the  uncounted  and  the  partially  employed,  has  been  the  result 
of  tragically  mistaken  governmental  economic  poUcy. 

The  cost  to  state  and  local  governments  of  the  current  recession  Is  enor- 
mous. The  Economic  Report  of  the  President  l.'^ued  in  January  1976  estimated 
that  the  lost  tax  revenues  of  state  and  local  governments  amounted  to  $27  bil- 
lion compared  to  what  they  would  have  collected  If  there  had  been  only  4  per- 
cent unemployment  during  calendar  year  1975. 

The  Congressional  Budget  Office  (CBO),  in  Its  report  released  In  March 
1976,  e8tlmate<l  that  for  every  1  percent  of  unemployment,  state  and  local  gov- 
ernments lose  l)et^'een  4  and  6  billion  dollars  In  tax  revenues.  Since  unemploy- 
ment averaged  8.5  percent  during  1975  and  a  reasonable  full  employment  goal 
would  be  3  percent  unemployment,  the  CBO  estimates  amount  to  a  minimum 
of  $22  billion  and  a  maximum  of  $33  billion  of  lost  tax  revenues  by. state  and 
local  governments  due  solely  to  this  recession  during  1975  alone. 

Further,  the  Administration's  officially  projected  unemployment  rates  for  the 
next  two  years,  applying  the  CBO  estimate  for  lost  state  and  local  tax  reve- 
nues, means  that  at  a  minimum  another  $36  billion  and  a  maximum  of  almost 
$55  hinion  of  lost  tax  revenues  will  l)e  Incurred  by  state  and  local  govern- 
ments due  solely  to  recession. 

The  numbers,  are  staggering.  Three  years,  1975,  1976  and  1977  of  the  Admin- 
istration's recession  will  and  have  meant  lost  state  and  local  tax  revenues  of 
at  least  $58  billion  and  at  most  $88  billion. 

The  Administration's  policy  of  high  unemployment  Is  a  policy  which  reduces 
tax  revenues  at  all  levels  of  government — state,  local  and  federal.  Therefore, 
the  Administration's  policy  Is  one  which  reduces  the  quality  of  public  services 
throughout  the  country.  It  must  be  realized  that  i^be  decrease  In  quantity  and 
quality  ot  public  services  and  goods  delivered  to  the  American  public  over  the 
past  year  Is  a  direct  consequence  of  the  recession  caused  by  the  current 
Administration's  economic  policies. 

At  current  wage  levels,  over  3  million  additional  public  employees  could  be 
hired— as  needed — by  state  and  local  governments,  with  the  lost  revenues  and 
tax  receipts  that  were  not  available  to  state  dnd  local  governments  solely 
because  of  the  massive  recession  In  this  country. 
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Tiitousive  difficulties*  of  mointaininR  pulilic  service  hi  the  face  of  im!»lic 
employee  cuts  are  evident  Irom  New  York  to  San  Diego.  The  untenable  finan- 
cial posltlmi  of  New  York  Cty,  with  the  $112  billion  budget  and  a  deficit 
nearly  $800,000  million,  at  a  time  when  the  last  year  has  seen  tlie  city  payroll  , 
reduced  by  over  30,000  workers  with  a  projection  for  far  more  than  that  for 
next  year  needs  little  elalwration.  Time  magazine,  certainly  no  pro-labor  publi- 
cation, last  fall  survey^  10  major  cities  with  these  findings,  in  part : 

Los  Angeles— About  $40  million  in  capital  expenditures— which  affect  jobs  in- 
private  industrv— have  Iwen  postponed  to  avoid  layoffs  or  cuts  in  public  serv- 
ices this  year.  To  balance  the  budget  next  year  the  city  will  either  have  to 
trim  some  services  or  agi^n  raise  the  proi>erty  taxes,  which  went  up  nearly 

^^r>etroit~Wth  unemployment  around  23%,  Detroit's  revenues  dipped  by  an 
estimated  $16  million  last  winter.  Approximately  1,500  city  workers  have  J?een 
laid  off,  represenUng  6%  of  the  workforce.  The  Mayor  is  attempting  to  elimi- 
nate another  1,200  jobs  through  a  hiring  freeze. 

Dallas--^o  prevent  a  deficit,  the- city  council  recently  raised  property  taxes 
by  3  3%  and  trimmed  225  workers  from  the  payrolls.  An  additional  cut  of  $- 
million  has  l)een  annonnceil  for  nonessential  services,  such  as  reducing  city 
support  for  miiseums  £\nd  bookmobiles.  ti  i 

Baltimore— Despite   financial   assistance   from  the  state,   Baltimore  nas 
imposed  a  hiring  freeze,  and  eliminated  800  jobs  through  attrition.  Facing  a 
$50  million  deficit  next  year,  public  services  are  expects  to  l>e  further* 
reduced 

San  Diego— about  213  jobs  have  been  cut  through  attrition  with  plans 
announced  to  cut  that  many  more  next  year.  Pay  raises  have  been  held  to  o% 
and  the  city  is  considering  imi)osing  an  income  tax. 

The  Time  survev  rases  cited  here  are  from  some  of  the  great  ^etropoUtan 
areas— but  medium  and  small  cities  are  likewise  seriously  in  trouble. 

Subsequent  to  the  Time  survey,  indeed  In  April  1076,  I>etroit  s  mayor 
anmmnce<l  the  layoff  of  nearly  1,200  workers,  the  closing  of  27  branch 
libraries  a  health  center,  a  mu.seum  and  a  fire  station.  It  is  estimated  that  a 
third  of  the  city's  employees  will  l>e  laid  off  within  the  next  few  months 
anlifj^  the  city  receives  a8.sistance  promptly.  ^    „  ^  i  i 

^Oue  coiisequence  is  the  need  for  permanent  coverage  of  all  state  and  local 
government  employees  imder  Unemployment  Insurance  laws.^ 

The  general  economic  policv  of  H.R.  50,  requiring  the  Pre.sident.  the  Con- 
gress, and  the  Fedei^al  Reserve  System  to  develop  actions  step  to,  achieve 
national  goals  with  the  priority  for  full  employment  and  balanced  economic 
growth,  is  precisely  what  this  country  needs.  As  is  universally  acknowledged, 
'  each  percentage  point  of  unemployment  costs  the  federal  treasury  $16  billion. 
The  loss  to  state  and  local  governments  from  each  1  percent  unemployment  is 
iipproximately  $-<-6  billion.  Both  of  these  los.«^»s  are  too  great,  but  state  and 
local  governments  have  far  more  difficulties  In  borrowing  to  replace  lost  reve- 
nues, as  we  have  seen  demonstrated  so  drastically  in  New  >ork  and  elsewhere 
in  recent  mouths.  ^  „  ^  i 

We  wish  tlie  Committee  God-speed  in  advancing  pas.sage  of  H.R.  50.  It  would 
be  difficult  to  overstate' the  beneficial  results  which  we  can  reasonably  expect 
from  this  great,  landmark  legislation. 

Amalgamateo  Meat  Cutters  and    .     W  < 
s    Butcher  Workmen  of  North  America,  ^ 
Phicago.  TlK  ^Pril  23.  ^91G. 
Mr.  Daniei,  H.  Krivit,  .  . 

Counsel, 

8ul>committee  on  Manpower,  Health  and  Safety, 
Committee  on  Education  and  Labor, 
U^,  House  of  Representatives,  , 
Washinffton,  D,C. 

Dear  Danwy:  Please  make  the  enclosed  letter  regarding  H.R.  50  a  part  of 
'  your  hearing  record  on  the  legi.slation. 

Thank  you  very  much,  , 
Sincerely  yolirs.  .  ^,  _ 

tegisXative  Representative. 

Enclosure. 

"  .  5i0 
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Amalgamated  Meat  Cutters  an'd 
Butcher  Workmen  of  North  America, 
'    /  .   Chicago,  III,  ApHl  23, 19116. 

ci^cnV^^  Health  an^  Safety.  Commmcc  on^ 

Kducat ion  and  Labor  . 
f  '.N'.  Houftc  of  Rcprcsditativvii,  Watihifigton,  D.C. 

Dear  Mr  Chairman  :  Our  500,000  member  Union  strongly  supports  H.R.  50, 
thri^m  i^iuVlo^nent^^^  Balanced  Growth  Act  of  ^ he  legislation  w^^^^^ 
establish  ful  employment  as  a  basic  policy  of  the  5^"^^^,  ^  ates  of  America 
and  would  provide  a  specinc  series  of  actions  to  achieve  that  goal.  Its  €»iact- 
ment  is  desperately  neeiled.  , ,  ^  irT-^*.! 

Our  uatimi's  greatest  problem  today  is  continuing,  high  unemp  oyment.  Frofu 
Mils  waste  of  human  beings  and  from  this  mass  of  human  suffering  stem  man> 
other  national  prol)lems  such  as  economic  slack,  welfare  costs  and  increased 
crime.  Every  American,  whether  unemployed  or  employed,  suffers  personally, 

economically  or  socially.  ,  „  ivli  «  »,,.^<.nHiT  »i*»r. 

The  so-called  "Improvements  In  the  economy"  which  are  being  currently  her- 
alded bv  the  Ford  Administration  and  t)ie  news  media  are  of  little  coinfprt  to 
either  the  11  million  Americans  who  are  partially  or  totally  joble&^  or  the  rest 
of  our  nation  which  suffers  from  the  backlash  of  unemployment.  The  economic 
forecasts  of  the  Administration  push  the  continuation  of  massive  joblessness 

into  the  1080s.  «i  ^  w^^i^i 

Nor  is  high  unemployment  a  recent  phenomenon.  Since  the  end  of  World 
War  II,  the  nation  has' suffered  recurrent  recessions.  Each  of  these  downturas 
have  lieen  generally  more  severe  than  the  preceding  one.  And  In  tbe  .prosper- 
Ity"  which  followed  each  recession,  the  nation  generally  had  a  higher  unem- 
ployment rate  than  in  the  period  following  the  previous  recesslom  ^  ^  _ 
Once,  economists  spoke  of  a  2.5  percent  unemployment  rate  as  being  full 
employment.  This  was  the  nation's  goal.  That  acceptab  e  rate  has  steadily 
lncrease<l  in  the  past  25  years  until  the  Ford  Administration  \see^ing  a  rate 
of  nearly  6  percent  and  speaks  glowingly  of  an  economy  in  which  the  official 
unemployment  statistics  show  more  than  7  percent  joblessness. 

In  actual  fact,  the  official  unemployment  statistics  sharply  underrate  current 
joblessness.  Millions  of  workers-who  al-e  so  discouraged  ^'^j^P/^y"?^^^,,^*;,^^^^ 
pects  that  thev  have  dropped  out  of  the  labor  market  and  additional  m™ons 
who  are  forced  to  work  part-time  because  of  the;  absence  of  fuU-time  Jobs  are 
not  counted.  Some  10  percent  of  the  U.S.  labor  ^  force  Is  partially  or  totally 

unemployed  today.  X   ,         /  *  t^x  >.t/^\\.  

The  Amalgamated  Meat  Cutters  and  Butcher  Workmen  (AFIx-CIO)  cons  d- 
ers  11  R  50  and  its  reforms  to  be  the  most  important  legislation  U)  be  consld- 
ere<l  by  C6ngress  in  recent  years.  It  is  landmark  legislation  which  is  Important 
fi,r  the  welfare  of  ail  Americans  who  want  and  need  work.  The  goal  which  It 
would  achieve  is  vital  to  every  aspect  of  American  life. 

Our  Union  stroncly  urges  the  Education  and  Labor  CJommlttee  to  report 
H.R.  50  speedily  to  the  House  of  Representatives  and  for  the  House  to 
approve  it.  .  \  < 

Sincerely  yours.  Pxtkick  E.  Gorman,  ^ 

Intcnintiofuil  Secretary  Trfiasurcr  and  Chief  Executive  Officer. 

Chamber  of  Commerce  or  the  United  States, 

Washington,  B.C.,  April  26, 1976. 

Hon.  DoMiNit'K  V.  Daniels.  ^  rr  ^ 

Chairman,  Suhcommittcc  on  Manpower,  Compensation  and  Health  and  i^ajctv, 

Committee  on  Education  and  Labor  ^ 
House  of  HcprcHcntativcH.  Washington.  D.C. 

Dear  Mr.  Chairman  :  Attached  is  a  statement  expressing  the  views  and  r^- 
ommendations  of  the  Chamber  of  Commerce  of  the  United  States  on  H.R.  -iO, 
The  Full  Employment  and  Balanced  Grow^th  Act  of  1976. 

We  will  appreciate  your  consideration  of  these  views  and  request  that  the 
statement  l)e  made  a  part  of  the  hearing  record.  ,  ' 

,  cordially,  Hilton  Davib, 

General  Manager,  Legislative  Action. 
Attachment.  . 
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STATEMENT 

on  .  , 

FULL  EMPLOYMENT  AND  BALANCED  GROWTH  ACT  OF  1976  (H.R.50) 

for  submission  to     .  ' '  _ 

MANPOWER,  COMPENSATION,  AND  HEALTH  AND  SAFETY  SUBCOMMITTEE 
of  the 

HOUSE  EDUCATION  AND  LABOR  COMMITTEE 
for  the 

CHAMBER  OF  COMMERCE  OF  THE  UNITED  STATES  OF  AMERICA 
by 

DR.  PAUL  A.  REARDON*  . 
and ' 

THOMAS  P.  WALSH** 
.     April  23ri976 


The  National  Chamber  appreciates  the  opportunity  to  present  its 
views  on  H.R.50,  the  "Full  Employment  and.  Balanced  Growth  Act  of  1976," 
dated  March  10,  1976.    The  major  intent  of  this  bill  is  to  achieve,  within 
A  years  of  enactment,  the  goal  of  fuU  employment  for  all  adult  Americans  , 
able,  willing,  and  seeking  work.'    Full  employment  id  construed  as  consistent 
with  an  unemployment  rate  of  not  more   than  3  percent. 
Chamber  Position  .  , 

The  National  Chamber  supports  the  intent  of  H.R.50.    In  human  terms, 
it  is  distressing  if  one  Job-seeking  maiv^pr  woman  is  unable  to  find  work. 

■        ,  '  ,    ■        '   fc  •  ■ 

Moreover,  business  prosperity  andhigh  employment  are  mutuially  dependent 

conditions.    Unemployment  and  inft&tion  depress  business  sales  and  profits, 
and  postpone  business  expansion  — *W^essential  measure  in  makiag  jobs 
available  for  an  ever-larger  workforce. 

However,  while  we  support  the  aim  of  fxill  employment,  we  recommend 
that  this  bill  not  be  enacted. 

We  are  convinced  tl\at  it  would  . abort  the  current  recovery  and  could 
cause  greater  unemployment  than  we  have  recently  experienced.    The  inflationT 
recession  now  hurdening  the  economy  occurs  partly  from  government  attempts 
to  acWieve  the^ opposite  through  aggregate  economic  measures  —  high  employ- 
irient  without  inflation.    The  measures  set  forth  In  this  bill  would  ultimately 
have/ the  same  result       more  inflation  followed  by  still  more  unemployment. 
*Economi8t,  Chamber  of  Comnerce  of  the  United  States 
★♦Executive,  Education  and  Manpower  Development  Committee 
Chamber  of  Cbnaiierce  of  the  United  States 
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We  believe  H.^lSO  creates  expectations  that  cannot  be  met  in  any  sense 
of  practical  reslity.    Thpugh  no  responsible  segjoent  of  Americsn  society 
opposes  a  public  poljlcy  to  minimize  the  risks  of  unemployment,  the  question  » 
before  us  is  how  to  minimize  the  risks  of  unemployment  without  sacrificing 
other  desirable  socisl  and  economic  pbjectivfes,  such"  as  the  increase  in 
our  national  standsrd  of  living,  our  abilities  to  compete  with  other  nstiojis 
in,  the  world,  and  the  inherent  right  of  individuals  to  participate  in  the, 
economic  decisions  affecting  their  lives. 

In  Englsnd;  nstioqal  planning  has  produced  low  economic  growth, 
staggering  inflation,  and  how  high  uneiiq)loyment,  ss  this  statement  notes 
later.      Only  in  nstions  where  strict  economic  snd  social  discipline 
has  replaced  economic  and  personal  liberty  has  government  plsnning 
eliminated  unemployment,  and  in  these  countries  the  cost  in  humqn  snd  ^eqo&otilc 
terms  has  been  severe  for  the  vast  ipajority  of  their  citiiens. 

H.R.50  presumes  that  through  s  variety  of  governmental  actions, 
unemployment  cnn  be  reduced  to  3  percent  without  other  undesirable  con- 
sequences. ".This  is  not  possible,  and  the  American  people  must  understand 
the  many  impl lest ions  of  pervasive  government  intervention  in  our  economic 
system.  ^ 


The  Bill's  Major  Provisions 

The  President  would  transmit  to  the  Congress  ah  Economic  Report  not 
later  than  January  20  each  year>-This  report  would  include  annual  numerical 
plsns  /or  employment,  eroduction,  snd  purchasing  power  designed  to  achieve 
full  employment.    .  * 

In  conjunction  Vlth  the  Economic  Report,  the  President  would 
also, transmit  to  the  Congress  a  Full  Employment  and  Balanced  Growth  Plsn. 
This  plsn  would  propose,  in  quantitative  and  qualitative  terms,  long-term, 
national  goals  for  full  employment,  production,   purchasing  power ,  and 
other  priority  purposes.    It  would  include  the  number  of  Jobs  to  be  pro- 
vided adult  Americans  to  reduce  unemplojnnent  to  3  percent. 


5.4 


Persons  employed  vbuld  do  work  '^that  wo^ld  not  ochervlse  be  done*" 
They  vould  be  paid  ;^e  highest  of  either  the  minimum  vage  under  the  Fair 
Labor  Standards  Act,  the  state  or  local  minimum  wage,  or  the  prevailing 
rates  of  pay  for  persona  employed  In  similar  public  occupations*    In  the 
case  of  persons  performing  work  *'of  the  type"  td  which  the  | Davis-Bacon 
Act  tappllesy  the  prevailing  wage  would  be  determined  by  that  Act. 

To  provide  the  necessary  number  of  jobs  to  achieve  the  full  employ- 
ment plan,  the  bill  would  establish  a  Full  Employment  Office  within  the 
DepaiCtment'of  Labor.    This  offlce^woilld  develop  z^aervolrs  of  federally 
operated  public  employment  projects  and  pVlvate  nonprofit  employment  pro- 
jects approved^^by  the  Secretary  of  Labor.  , 

t*  ^  When  the  economy  Is  subject  to  excessive  strain,  priority  expc^ndi- 
tures  in  the  Full  Employment  and  Balanced  Growth  Plan  would  be  maintained. 
Less  important  expenjditur^s  might  be  reduced,  or  taxea  rais(^d  to  balance 
the 'federal  budget  or  create  a  surplus  under  conditions  of  full  production, 
employment,  and ^purchasing  power.  . 

The  Board  of  Governors  of  the  Federal  Reservd- System  woujld  transmit 
to  the  President  and  the  Congress  an  independent  stat^ntent  setting  forth 
its  intended  policies  for  the  year  and  the  extent  to  which  these  policies 
support  the  Economic  Report  and  the  Full  Employment  and  Balanced  Growth  Plan 
and  a  full  justification  for  any  aubstantial' variations.    If  the  President 
determines  these  policies  are  inconsistent  with  the  full  employment  objec- 
tives, he  would  xoake  recommendations  to  the  Federal  Reserve  Board  and  the 
.Congress  to  insure  -"closer  conformity  to  the  purposes  of  this  Act."  ^  ^ 

An  Advisory  Committee  on  Full  Employment  and  Balanced  Growth  would  , 
be  established,  representative  of  labor,  industry,  agriculture,  consumers^ 
and  the  public  at  large,  to  furnish  advice  and  assistance  to  the  Council'of 
Economic  Advisers  in  the  preparation  and  review  of  the  Economic  Report  ahd 
Full  Employment  and  Balanced  Growth  Plan* 

.    ■  ! 

;  .  PARTI       EMPLOYMENT  ASPECTS 

■  f    '  '.    ■        ■  '. 

Cost  of  Government-Created  Full  Employment  .  . 

To  reduce  the  national  unemployment  rate  to  the  proposed  target  of 
3  percent,  the  federal  government  would  have  to  rely  primarily  on  a  massive 
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public  q^rvice  employioenC  (FSE)  program  or  public  works  program*  or  sone 
conblnAclon  of  the  two,  with  perhaps  supplementary  projects  lnv|^lvlng  sub- 
sidies to  employers  In  the  private  sector. 

Baied  on  current  levels  of  unemployment  and  average  cost  of  $8,000 
for  each  PSE  Job,  It  would  cost  $3«.  billion  to  fund      3  million  Jobs  to  bring 
the  rate  of  unemployment  down  to  3  percent.    If  growth  In  the  economy  con- 
tinues as  expected  over  the  next  «  years  and  unemployment  drops  to  nearly 
5  percent,  It  would  still  be  necessary  to  fund  2  million. Jobs  at  an  average 
cost  of  probably  $10,000 ,or  total  co«t  of •  $20  bllUon,    The  actual  cost^ 
might  be  nearly  half  again  this  miich  since  the  bill  mandates  public  jobs  at 
the  prevailing  wage,  and  the  median  Individual -Income  today  Is  $12,500  for 
men  employed  full-time. 

To  the  extent,  taxes  ate  raised  to  cover  the  additional  expenditure, 
consumer  purchasing  power  Is:  dlmixiished  ,  which  In  turn  affects  private  em- 
plpynent.    And  to  the  exigent  these  jobs  are  financed  through  additional 
public  debt,  there  Is  created  a  further  stimulus  to  Inflation,  which  ^ls6  . 
diminishes  purchasing  power.    Therefore,  regardless  of  the  method  of  financ- 
ing PSE  jobs  —.  whether  through  raising  taxes  or  Incurring  more  debt  —  the 
expenditure  retards  the  growth  of  other  employment* 

In  addition  to  the  job  loss  from  slowing  the  growth  of  the  private 
economy,  there  Is  an  additional  Job  loss  through  the  demonstrated  tendency 
of  state  and  local  governments  to  substitute  federal  funds  for  their  own 
payroll  funds.  .Several  studies  put  this  displacement  effect  as  high  as 
50  percent.    This  Indicates  that  every  100  federally  subsidized  Jobs  nay 
actually  add  only  50  Jobs.    At  this  rate,  thfe  cost  of  reducing  the  unemploy- 
ment to  3  percent  would  be  double^tjje  above  estimates. 

While  H.R.50  would  also  provide  Job  opportunities  for  youth,  the 
hill  introduced  on  March.  10,  1976  Is  slleijt  on  an  employment  goal  for  youth. 
\  \-  assume  that  "adults"  means  persons  aged  20  and  ^bove,  as  In 

tabiul^tlona  prepared  by  the  Bureau  of  Labor  Statistics,  then  nearly  $25 
billion  would  be  required  to  , establish  3,100,000  Jobs  to  reduce  adult  un- 
employment from  the  current  rate  of  6. A  percent  to  3  percent,  assuming  the 
more  conservative  cost  of  $8,000  per  Job.     it  "adult"  m^ans  persons  who 
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have  reached  the  legal  maturity  age  of  18,  then  the  nuaber  of  jobs  and  the 

fli^endlture  required  would  be  substantially  Increased.    And,  of  course^  If 

.**adult'*  «eanii  youth  aged  16  and  over,  as  reported  by  the  House  Equal 

Opportunities  Subcomlttee,  then  a  still  greater  expenditure  Is  necessary. 

.  '  c-  '     ■  ■ 

Another  Important  matter  to  consider  Is  that  the  wage  or  salary  Is  ^ 

only  part  —  soaetiMs  a  small  part  —  of  the^total  expenditure  necessary  to 

maintain  a  worker.    A  sizable  Investment  In  facilities,  equipment,  and 

auppliee  is  also  required,  and  the  capital  formation  for;  this  Investmept 

^Bust  be  added  to  the  total  public  expenditure  in  a  govemmbnt-created  jobs 

program.  , 

Advocates  of  government-created  jobs  contend  the  high  cost  of  such 

a  program  is  overstated  because  of  failure  to  take  Into  account  the  $20^ 

bixllon  DOW  paid  to  lald-of f  workers  dra^ng  unemployment  Insurance  (UI) 

'.  •■>'  .  *  ' 

benefits,  and  benefits  paid  to  persons  on  welfare.    It  is  argued  these 

expenditures  would  be  drastically  reduced  if  more  people  were  put  to  work 
on  government-subsidized  Jobs. 

Experience,  hoWevf^r,  sUggests  the  savings  would  be  modest. 
Preliminary  data  indicate' that  of  PSE  workers  hired  undef  Title  VI  of  the 
Comprehensive  Employment  and  Training  Act  (CETA),  only  15  percent  were 
formerly  on  AFDCv.or  other  public  assistance  rolls,  and  12  j>ercent  were  formerly,^ 
drawing. UI  benefits.    Since  there  is  some  duplication  in  these  figures,  probably 
only  one  PSE, •worker  Iti/ five  was  receiving!!  one  or  boch  benefits  at  the  time  he 
or  she  was  4iTied.  v:A  caiculatloh  of  savings,  or  net  cost,  must  be '  scaled  down 
accordingly 'uDlfess  th/ administration  of  UI.,  AFDC,  and  other  public 
assistance  programs  is  changed  sq  that  a  person  becomes  ineligible 
for  future  benefits  if  he  turns  down  a  Job.    Ve  see  no  such  stlpula- . 
tlon  in  the  proposed  legislation,  though  a  purpose,  of  Title  II  is 
to  inandate  liiit>roved  integration  of  Income  maintenance,  prograsis  and  full 
employment  policies.  *>  '    ^  . 

<  Reduction  In  net  cost  resulting  from  the  workers*  federal  Income  tax 
payments  would  amount  to  less  than  6  percent  Qf  the  total  coat,  based/on  a 
family  of  four  using  the  standard' deduction.  *. 

Employment  and  Capital  Formation  ~  j       |  ■  . 

^'  While  we  muist  always  be  concerned  about  improving  lob  opportunities 

for  the  unemployed,  it  is  useful  to  keep  in  mind  that  56  percent  of  working- 
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age  persons  hold  jobs  today  —  a  level  higher  than  ever,  even  surpassing 
the  econotnlc-growtb  years  of. the  early  1960s,  when  .unemployment  often. dipped 
below  5  percent.    This  Is  dear  evidence  of  Improving  labor  market  conditions. 

It  la  Important  Co  note  tfiat  between  July  1975  and  January  1976,  the 
7«'aionth  period  when  the  Senate  paased  and  the  President  vetoed  another  job- 
creation  bill,  the  "Public  Works  Employment  Act  of  1975"  (H.R.52A7),  total 
f  employment  Increased  by  1,^27,000.    Thla  Is  more'. than  twice  the  moat  optlmla- 
tic  eatlmate  of  the  number  of  jobs  this  bill  would  create,  and  without  In- 
curring the  $6  billion  additional  tax  or  debt  burden  It  authorized. 

Although  total  employment  haa  reached  Its  previous-record  level  of  86.3 
million*  unemployment  remalna  unacceptably  high  because  the  number  of  persons 
seeking  work  has  been  increasing  even  faster  than  the  number  landing  jobs. 
Few  people  realize  that  for  every  100  houiseholdd,  there  are  150  people 
tforklng.    Thla  la  for  households  with  heads  under  65,  and,  of  course,  some  of 
these  jobs  are  low-income  or  part-time.  ^ 

The  joba-per-houaehold  figure  nevertheless  haa  relevance  to  ^this 
legislative  proposal.    Two  or  more  wbrkers  per  household  is  a  form  of  un-. 
J  employment  self-insurance.    If  one  employee  in  the  household  is  laid  off,  * 
some,  honsehoid  income  maintenance  la  provided  by  those  who  continue  to  work,  ■ 
plus  the  tax- f tee  unemployment  payments  usually  received  by  the  person  laid 
off. 

The  growth  of  the  workforce  will  continue  apace.    Itisthe  next  ^  years, 
another  1.6  to  2  million  joba  must  be  created  every  year  —  in  addition  to  the 
nuii^er  necessary  to  reduce  the  current  high  level  of  unemployment.    Since  it 
now  takes  in  average  investment  of  $40,000_to  sustain  a/worker,  in  a  Job,  con-  "j 
ditions  muJtf  be  created  under  which  savings  will  Increase  faster  for*  more  In-;^ 
vestment  in  many  critical  areas. 

The  1976  Annual  Report  of  the  Council  of  Economic  Advisers  summarizes 
a  Department  of  Conuerce , study  of  the  nation's  needs  for  capital  in  this 
decade;   It  is  estimated  that  an  additional  $1^0  billion  in  business  flxe^  inveuc 
tent  wOuld  be  needed  in  the  1970*8  if  the  nation  is  to  provide  capital  for 

greater  energy  Independence  and  pollution  control.    The  study  concluded  that 

■     ■  p  . 

the  ratio  of  business  fixed  Investment  to  GNP  may  have  to  average  12  per- 
;cent  or  more  from  1975  to  1980  compared  to  10.4  percent  in  the  1971-74 
period.    And  massive  Investments  are  als9  needed  in  the  primary  processing 
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Industt'ies  vhfer^-^ishortages  appeared  In  1973,  in  health  and  safety,  and  in 
transportacioh.  ' "  '  ^.  "'Vv       .  ^  .•  ; 

'  Jhis  nieans  ve  must  cre'ate.  ^n;  economic  climate  .(^aC  encourages  both' 

savings  and  investment*    Large  f^der^l  deficits,  on  theother  hand,  retard 
iv&t^  investment 'by' competing  ^or  funds.    They  lead  td  inflation  and  they 
ift  ^unds  §rom  capital  formation  to  present  consumption,  thereby  improve 
Ing  prjQseht  well-being  at' the  expense,  of  future  well-being.  ' 

This  ib  the  wrong  way  to  increase  opportunities  fo^ permanent,  pro- 
.   •fduc^ive  employment.  :  '  4%::      y  "f^' 

Employment  and  Inflation  ,   ■  ''»■*  .*'V^x  ^ 

To  restrain  inflation,  the  bill  provides  for  raising^  taxe&.  or  r^v^^  * 
ducing -secondary  programs.     Programs  with  priority  status""  >fOuXd  lie  m^iintalned. 
This  could  mean  that  the  allocation  of. resources  would  increasingly  be  de-  ^ 
termined  in  the  polit;icai  process  rather  than  in  thife  marketplace.; 

If  labor-intensive  economic  activities  wterfi  given  high' pg^oritj^  ^.n 
such  an  intervention,  then  the  rate  of  growth  of  the  economy  and  total  em^ 
ployment  would  be  retarded.     Experience  shows,  tliat  when  §ny  sector  (labor  ■ 
Intensive  or  not)  receives  special  high  prio^ty  treatment  by  govemident,  ■ 
excess  capacity  and  surpluses  appear  In  later  years  and  ^ineniploynent  rises    "1  ' 
as  a  painful  structural  correction  takes  olnce.     r:overr.nPnt  has  never,  demon-  ' 
^'"'^^  ^"  ab^litv  to  allocate  investment  expenditures  , better  than  ^b*>  roarketr*  .  • 
^^place.  y  ^-'^  ■     ,  ■       .  ■  ^ 

^W.  ^  yjg  would  prefer  a  reduction  in  government  expenditures  to  an  -increase: 

in  tax— levels  to  reduce  inflationary  pressures  that  build  up  when  the  eqPDno'my  . 
la  operating  near  full  production.     Government  at  all  levels  is  spending  jjt  an* 

^  annual  rate  which  is  now  more  than  35  percent  of  the  Gross  National  Products  *  As 
noted  earlier,  much  of  this  spending  goes  into  current  consumption  rather. than'  into 
capital  formation.    Reducing  government  spenddLng  would  not  only  reduce  the 
already  high  tax  burden  on  the  public,  it  witil^u  encourage  the  private  invest- 
ment necessary  to  provide  more  jobs  for  pur  growing  Itabor  force. 

Raising  taxes,  on  the  other  hand,  would  reduce  the  incentive  to  work, 
save,  and.  invest.    To  Illustrate  our. point:  output  grew  fastest  from  1960  to 
1973  in  'those  Organization  for  Economic  Cooperation  and  Development  (OECD)t 
nations  with  the  highest  investment  shares  of  GNP. 
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Since  Che  econoftiy  is  xaaking  a  eceadj^^nd  widely- base^^ecoycry,  thQ 

^real  policy  problem  now  is  to  sustaiYi  chat  recovery  Co  assure  M»«,^^creacion  v 

of  more  Jobs  in  1^77  and  beyond  as  well  as  in  1976.    There  is  a  dangerN^hac 

oyer  scimulacion  of  Che  economy  Chrough  large  increases  in  fed^al  spending 

will  cause  more  inflacion,  dampen  invescor  confidence,  and  impede  Che  race 

of  ^rtecovery-in  1977*. 

We  look  Co  Che  invescmenc  seccor  Co  suscain  Che  economic  growth  race 

Che  economy  has  now  attained.    Investment  decisions  depend  on  sales  and  pro- 

fic  expeccacions ,  which  in  Cura  resc*on  che  cosc  of  capiCal  In  cerms  of  in- 

.  CeresC^rates  and  common  sc^k  p^|^es,  and  chese  capiCal  co^Cs  are  ^irecCly 

:  influence^  by  inflation  racfisv    A  higher  race. of  inflation  co\d(i.;t.nCerrupC 

the  process  of  economic  recovery  by  darkening  .the  investni^t  putloof- —  as 

well  as  by  adversely,  affecting  Che  real  incomes  of  ^ill^'^cotiftiiDeTSv'  .^f  Chis 

were  Co  happan,  ^che  people  chis  bill  is  incended  CO  hejlp  would  b^^^aonR 

,  chose  hiirC  Che  sioi(l;  *      '  • 

CXir  concer^aboi#rthe  chi3»  Kill  is  supported 

by  a  dSfud^:  compleced  lasc  November  by  Che  Congressional  Research  Service  of 

the  Library  of  Congres6' CiCled,  "Pufilic  Service  Employment  Co  Achieve  a  4 

.  PerHenc  Unemploymenc  Race,"  The  scudy*s  conclusion  is  inscruccive: 

By  Che  end  of  1977,  wich  cbe  elimlnacion  of 
virCually  all  excess  capacicy,  severe  shorCages  are 
likely  Co  be  common  and  Che  resulCanc  race  of  infla- 
Cion  could  be  above  10  percenc. 

In  cerms  of  the  labor  markec,  ic  should  be  . 
recognized  Chac  4  percenc  represents  a  race  of  un- 
empl1}ymenc  Chac  Che  U.S.  'economy  has  rarely  achieved 
wich  ICS  highly  mobile  labor  force.    The  effeccs  of 
a- program  Co  accain  such  a  low  race  are  likely  Co  be  , 
r  cvofold:  difficulcy  in  recruicing  skilled  workers      '  . 

for  cricical  casks,  adversely  affeccing  producCiviCy 
^  and  major  increases  in  wage. levels  which,  chough 

\  Juscified  by  concinying  price  increases,  would  none- 

'  ■  Cheless  greacly  accelerace  Che  inflacionary  spiral, 

Ic  Is' Crue  thac  some  of  Che  problems  which 
would  accompany  Che  efforC  Co  reach. A  percenc  un- 
employmenc  perhaps  could  be  concained  oy  ocher  legi- 
'slaCive  measures.    The  effecC  of  higher  inceresC 
races  on  Che  housing  markec,  for  example,  might  be'  ^ 
off see  by  some  Cype  of  subsidy  Co  Che  housing  in- 
duacry.    The  higher  inceresC  races  for  capical  . 
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borrowing  might  be  mitigated  l>y  a  Federal  meaeure 
directing  allocation  of  available  credit.    The  in- 
flationary pressures  on  wages  and  prices  might  be 
limited  by  reimpbsition  6f  wage  and  price  controls. 

Each  of  tM^llpasures,  however,  has  its  costs. 
The  libusing  subs^^Vada  to  the  Federal  deficit  and 
may  prove  an  ineHlffsWrTBJthod  of  reviving  the  indus- 
try.   A  system  of \credit  allocation  would  substitute 
•  human  Judgment -Jtor. the  impartial  marketplace,  to  say 

nothing  of  tb|Amuperable  administrative  difficulties 
that  would  biOplksd.    To  simply  mandate  ^n  allocation 
of  credit  to' V»^^if ic  Sector  would  have  the  effect  of 
decreasing  the  available  supply  of  credit  to  all 
other  sectors,  forcing  these  interest  rates  still  , 
higher.    A  wage  and  price  control  program  can  on 
"occasion  serve  limited  goals,  but  a  continuing 
^program,  as  demonstrated  by  the  1971-1974  experience, 
ileads  to  distortions,  shortages,  quality  deteriora- 
jtion,  and  declining  acceptability  by  the  public. 

Thus,  a  program  to  reduce  unemployment  to  4 
percent,  while  attractive  and  highly  desirable  in 
light  of  today's  excessively  high  rates  of  unemploy- 
Aient,  would  seem  to  require  such  a  strong  doSe  of 
economic  'stimulation  that  its  many  side-effects  could 
easily  lead  to  equally  damaging  consequences.  • 

While  this  negative  conclusion  is  based  on  reaching  4  percent  in  one 
year  instead  of  3  percent  in  '4  years  as  proposed  in  H.R.50,  it  is  also 
based  on  certain  optimistic  assumptions.    One  is  that  each  government-created 
Job  is  a  net.  addition  to  the  total  number  of  Jobs  in  the  economy.     In  reality,,  . 
as  the  study  notes,  there  is  evl<ience  of  a  50  percent  Job  slippage  as  federal 
funds  are  substituted  for  state  and  local  funds, 'as  observed  earlier  in  this 
statement.    A  50  percent  offset  beans ' the  gross  Cost  of  the  program  could  be 
dou]^led,  and  the  negative  effettis  in  the  study's  findings  exacerbated  accordingly. 

Lessons  From  Great  Britain's  Experience 


For  the  past  several  years.  Great  Britain  h^s  experienced  worsening  in- 

f\ation*> recession  as  thefjl^overnment  has  actively  Intervened  to  avoid  both. 

Just  last  month  Prime  Minister  Harold  Wilson's  Labor  Government  ' 
announced  large  cuts  in  its  spending  plans.    This  is  part  of  a  broad  assault 
<^  the  country's  soaring  public  spending  and  national  debt,  which  have  pro- 
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duced  an  Inflation  rate  of  25  percent.     This  about-face  reflects  a  belated 
awareness  that  government-designed  full  employment  measures  and  ambitious 
social  welfare  programs  are  crl^llng  th»  economy,  ^ 

According  to  Denis  Hea^.ey , 'ChanccJIor  of  the  Exchequer,  public  spend- 
ing was  rising  to  the  point  ijf.ere  the  taxes  needed  to  cover  It  would  erode 
•^"the  will  to  work."    A  British  worker  receiving  a  weekly  wage  of  $125.00  now 
pays  25  percent  of  that  wage  to  the  government,  whereas  Just  15  years  ago 
he  paid  10  percent.     And  Britain's  Labor  Government  cannot  look  to  the  rich 
to  ease  the  worker's  tax  burden.    As  related  In  the  New  York  Times,  wealthy 
Britons  pay  some  of  the  hlgheat  t:%xeB  In  the  world  —  up  to  83  percent  on 
earned  income  and  97  percent  on  unearned  Income,     To  tax  away  all  Income 
over  $10,000  would  yield  the  Coverriroent  t»nly  $800  million. 

Other  consequences  of  the  high  public  spending  have  been  sagging 
economic  growth  and  an  unprecedented  budget  deficit  that  increased  over  300 
percent  between  1970  and  1975,     A  comparison  with  our  own  debt  history  is 
disturbing,  since  the  United  States  has  had  deficits  In  15  of  the  last  16 
years. 

Surely  we  must  consider  Britain's  experience  carefully  before 
embarking  on  any  new  massive  public  spending  plan.. and  thlB  Includes  plana 
that  have  the  worthy  aim  of  achieving  full  employment. 

Significantly,  only  one  of  Britain's  16  sectors  will  have  a  sub- 
stantial Increase  under  the  new  economic  plan,  and  that  Is  private  industry, 
because  during  30  y^ars  of  public  spending  growth,  industry  has  been  shrink- 
ing,    "If  we  want  to  regenerate  manufacturing  industry »"  Mr,  Henley  la 
quoted  as  saying,  "then  we  muBt  leave  enough  reBources  free  from  public  ** 
expenditure ." 

This  1h  excellent  ndvlct;  from  Brltnln's  Labor  Gdvcrnment, 
Re  coi^pendn  1 1  pnB 

Pil^JJjl.SeryJiie^ji^  The  National  Chamber  aupportB  n  limited 

Pf>K  program  that  directB  Job-creating  aBiilBtanct'  to  pernoriB  and  arerto  In  ' 
greatest  nejpd:     hcadn  of  houBc'hoIdH  whn  art'  unemployed  15  weekii  or  longer, 
who  have  no  employed  spoiiBe,  and  who  rtrglde  in  nroaH  with  an  unemploymt-nt 
rote  of  fi.5  percent  or  more  for  3  monthH.     TtioHi!  JobH  fjhoiild  fill  unmet  uct'tiH 
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and  avold  'conpetlng  ytth  employment  l1n  the  private  sector.    The  celling  of 
tlm  wage  or  salary  ahould       the  '•Lower  Family  Budget"  eatabllahed  by  the 
I'ureau  of  Labor  Statlstlca       about  $9,000  /or  an  urban  family  of  four. 

Our  oppoaltlcm  to  a  vaatly  expanded  program  stems  from  the  conviction 
that  It  win  havii  the  , effect  of  creating  atlU  larger  government  deficits 
and  more  receaslon-breedlng  Inflation,  rcaultlng  In  rlalng  unemployiaent  In 
the  private  economy  equalHng  or  exceeding  thft  number  of  created  government 
Joba  —  fpllowed  by  yet  another  round  of  federal  government  exf^endlturea 
to  create  more  Joba  and  caualng  still  noce^  private  unemployment. 

'Supplementary  Public  gjgfrvlce  Employroent.     Since  a  conventional  PSE 
program  Is  axceedlngly  expensive.  It  must  be  limited  by  the  Indicated 
criteria  in  «rder  to  av6ld  comt>etlng  unduly  with  funds  for  Ihvestment  : 
the  prlvste^  sector.    The  limited  nature  of  thla  program,  however,  meana  umt 
aonc  poraona  will  remain  Jobless  during  a  period  of  h^lgh  unemployment.  The 
subcontlttee  might,  therefore,  consider  a  supplementary  PSE. pi tot  program 
that  would  pay  somewhat  less  th^n  the  mlplmum  wage,  along  the  llnea  suaaested 
by  Federal  Reaerve  BoSrd  Chairman  Arthur  ftufns  and  endorsed  recently  by 
former  Coun<:ll  ot  Economic  Advlaers  Chairman  Herbert  Stelm.  ^ 

While  the  Ch«ml>er.1iaa  no  policy  position  on  >1r.  Buma*  proposal,  we 
believe  It  merlta  conalder#tlojn  'as  s  means  of  providing  productive  work  and 
-Income,  and  ^he  wage  restriction  vould  help  avoid  #^andlng  'public  Joba  b\ 
the  expenae  of/prlvjUAj4ndustry .     It  wouldr  al«o 'permit  a.algnlflcant  reduce 
tlon  In  unev|>loymm«|||||^  (UI)  and  other  trani^fer  poyments  — i  provided 

bene flclar lea  of  uSiWrtrAnsfer  payment  ^programs  bAcbme  '  lnellglbl«i,  for 
future  beneflts^^^n' being  offered  one  of  these  Jobs.  - 

The  Jobs  could  be  tsrgeted-to  yout^b,  since  almost  half   of  the  unem- 
ployed sre  under  ^5,  and  eapeclally  to  youth  in  the  centVsl  cities. 
progrsm  could  flr^t  be  introduced  in  about  10  cities,  to  tost  its  effective- 
yeas  snd  provide  experience  in  ways  to  improve  ^ts  administration, ^if  a 
national  program  appears  wsrrsnted.  " 

Older  workers  would  also  be'  eligible  to  participate,  and  st  this 
sslary  level  those  with  fsmlUon  to  support  wrtuH  ^flll' t»o  eligible  for 
various  foniw  o^  public  anslstance. 
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Experience  may  show  that  few  persons  want  tjiese  Jobs.    Studies  by 
Martin  Fe^dsteln  of  Harvard  University  and  others  Indicate  that  a  high 
propor.tion  of  unemployment  among  young  people  stejtis  as  much  from  a  loose 
attachment  to  the  labor  force  as  frx)m'a  lack  of  Jobs.    They  work  for  a  short 
time  to  accumulate  spending  money  and  then  quit,  knowing  they  con  usually 
find  a  similar  Job  almost  any  week  they  need  one.  ^ 

A  main  purpose  of  the  pilot  program  would  be  to  test  the  "mark^V  - • ; 

for  low-paying  community  service  Jobs,  snd  in  the  process,  to  Ip^i^fi.  tfie^ex- "  '  '^^ 
tent  that  the  unemployment  rate  is  a  result  of  an  abisolute  laqj|t 'of-' jobs',  arid.*  ' 
th^  extent  to  which  it  stems  from  a  casual  desire   for  work.     S  the  jobs  • 
were  available  for  all  who  want  them,    then  we  could  assume  tlfet  oprsoti?'.     r--'^^^  ' 
still  out  of  work  are  voluntarily  unemployed.  '  •    *^'.V^;''  ' 

The  above  two  recommendations  contrast  withH.R.^0,  which  marinates 

Davis-Bacon  s.tandards 'of  pay  for  "work  of  the  type"  to  which  this  Act 
t 

applies. 

Requiring  prevailing  wage  rates  —  whether  they  be  Davis-Bacon  or 
otherwise  —  for  a  large-scale  public  jobs  program  would  cause  a  shift  of 
workers  from  the  private  sector  to  the  public  sector,  eopecially  among  mlddle- 
and  lower-paid  workers,    Goveminent  salary  scales  are  higher  than  private 
salary  scales  for  jobs  at  this  level,  and  vacation,  retirement,  and  other 
fringe  benefits  are  much  more  generous  ,     Hero  again,  we  would  have  a  tf\jb-, 
Btlt^tion  effect  with  serloua  slippage  In  the  net  increase  in  employment, 
whll6       the  same  time  imposing  a  substantially  increased  tax  burden  on  the 
VtajjcpiSyiBr . 

Another  consideration  Is  that  a  large-scale  Jobs  program  paying 
prevailing  wage  rates  of  $8,000  to  $12,000  or  more  would  draw  many  persons 
into  the  labor  force  who  were  not  previously  seeking  work.    This  occurrence 
would  rapidly  escalate  program  costs,  with  much  of  th^  additional  expenditure 

!  f 

going  to  persons  with  a  marginal  propensity  for  work.     It  also  compounds 
the  difficulty  of  achieving  a  sustained  reduction  In  the  rate  of  unemploy- 
ment .         .  .  ' 

Ll(nl'ta't Ipn .    Tlie  UI  program  serves  a  most  useful  function  of  pre- 
serving a  desl^rabTe  degree  of  economic  freedom  for  the  unemployed  to  seek  out 
employment  of  their  own  choice.     Benefits  rnngii  from  $65  to  $165  a  wtrk,  are 
untaxed,  free  of  all  work-related  costs,  and  pnld  for  as  long  as  65  vrrk^.  In 
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many  BCaces»  llt.cle  or  no  job  search'la  required  for  receipt  of  benefits.  As 
such,  Ul  can  be  a  substamtlal  work  disincentive.     Any  larse-scale  jobs  proRram 
nUst  be  tied  into  a  limitation  of  theae  and  other  transfer  payment  benefits. 

Workers  should  continue  to  have  their  first  13  weeks  of  unemployment 
free  to  spend  full-time  seeking  employment.     After  this  per^od'^and  on  being 
offered  a  pUbllc  service  job,  their  eligibility  for  continued  benefits  should 
cease  after  a  grace  period  of  a  few  weeka.     Only  In  this  vety  can  there  be 
r^Eallzed  ■  the  savings  essential  to  offset  some  of  the  costs  of  the  program. 

Minimum  Wage  Dlf fererftial .    The  National  Chamber  has  consistently 
supported  a  minimum  wage  for  youth  that  would  be  less  than  the  statutory 
minimum  wage  for  adults,  similar  to  the  student  differential  now  In  law.  The 
economic  value  of  s  person's  labor  can  best  be  determined  by  his  productivity. 
If  the  legal  minimum  la  subatantlally  more  than  Is  jusClfi,ed  by  the  value  of 

the  sVrvlce  relative  to  demand,  then  employers  will  tend  to  substitute  capital 

for  lapor,  or  abolish  th6  Job.  '   '  » 

H;mploynent  opportunities  for  youth  coulcf  be  further  expanded  by  recog- 

nizlnR  that  their  level  of  jT«it\irltVi  liida.ment.  and  nroHurtivity  rarelY  warrant 
the  aamc  pay  aa  an  experienced  adult  worker. 

Job  Vacanclea .     Since  public  aervice  jobs  are  deemed  necessary  because 
of  a  shortage  of  conventional  public  and  private  >oba  ,  vthe  following  labor 
market  information  becomes  eaaentlal  If  this  progTitra  Is  fully  to  serve- Its 
Intended  purposes: 

—  How  many  jobs  are  avihllable  througliout  the  economy? 

—  What  are  their  pay  acnltvc  and  skill  requirements? 
'     —  Where  are  they  locaiud? 

—  What  kinds  of  jobs  are  moBt  difficult  to  fill? 

Answers  to  theae  quest lonn,  along  with  related  Information  on  worker. 
.VlOtatlons  and  skllla,  would  help  the  Congress  snd  the  Administration  deslg^ 
J^a  pibllc  SOT  vice   jobs  program  that  siyt)plementB ,  rather  than  competes  A/lth ,  ^ 
'  .isjciBtlng  job  opportunities.     The  "monthly  Job  vacancy  aeries  which  was  terml- 
'ri^ted  In  1973  should  be   i-evived,  and  as  much  publicity  should  be  given  to  the 
; Job- vacancy  rate  as  la  now  given  to  the  unemployment  rate.  Unfortunately, 
labor  unions  have  opposed  job  vacancy  data  apparently  because  they  fear 
knowledge  of  vacancies  would  weaken  unemployment  policy.  .  ^ 


524 


The  "Silent  Invasion."    The  Chamber  reconnnenda  that  the  Subcomalttee 
carefully  atudy  the  lasue  of  the  extent  to  which  Illegal  aliens  are  dlaplac- 

Ing  citizens  from  gainful  employment  and  otherwise  detractinj?;  frp-  the  atrength 
of  our  economy. 

Estltnqtea  of  the  number  of  Illegal  allena  In  thla  country  run  from 
A  to  12  million.    The  Immigration  and  Naturalization  Service  (INS)  estlmatea 
there  are  7  to  8  fflllllon  Illegal  aliens  with  well  over  one  million  holding 
Joba,  '  «  ■  " 

Leonard  F.  Chapman,  Jr.,  Commlaaloner  of  INS,  advised  Congreaa  aa 
early  as  September,  197A,  that  "the  Immigration  Service  could  make  avall'> 
able  In  a  few  montha  a  million  joba  for  unemployed  Americana^'  If  given  ade- 
quate resources.     He  eatlmated  that  an  additional  2  or  3  million  Jobs  coul<t 
be  opened  up  over  th^  next  3  or  A  years.     In  abort,  stemming  the  rising  flood 
of  Illegal  allena  dnd  replacing    working  Illegal  allena  with  unemployed 
Americana  could ■ subatantlally  cut  unemployment,  according  to  Commlaaloner  Chapman 
predlctlona,  *  '     .  ►  , 

iiC  .Chapman  alao  deatroyed  some  of  the  myths  surroutidlng  this  pro- 
blem, ■  The 'jo^B  held  by  lllegsl  aliens  are  not  all  low-paying  agricultural 
'q}obc^  (iT^attted  by  legal  rcaldents.    Of  the  one  million  joba  he  referred  to, 
more  than  o.ne-thlrd  are  In  Induatry.    Th^  Immigration  Service  haa  apprehended 
many  illegal  allena  working  as  painters  earning  nearly  $10  an. hour,  dry  wall 
Inatallera  earning  nearly  $9  an  hout;,  and  carpenters  i^^rtilng^oVer  $7  an  hour. 

While  we  arc  not  unsympathetic  to  the  needa  o f / tKe  poor  b£  the 

world  and  thoae  allena  illegally  In  thla  country^y  we  ^^ge.  chla*  Subcopimittet^  .  '  • 

to  consider  the  magnitude  of  thla  problem  —  theV^egree:  to  Whltili  .lllegia).  ^ .       '    . . 

'■■  ' .".       ■      .  .  ''    /. , 

allena  are  occupying  jobs  needed  by  unemployed  Amerijcansiijrc  c;vadlnt' tit  uhdef*-' . 

'■■  ;     ..t-j  .'. ■  i'  ;      ■  . 
paying  taxua,  burdening  our  welfare  and  social  aervlfcifV,  ^an<i  ■ac^verflciy  irff ect- 

i  i  '-        :     •   '  f  '■■ 

ing  our  balance  of  payments  dlirouKb  the  dollars  they  Vseiid '  to  thcrj  r'hoTnc .  countries 

Even  dlacountlng  aome  of  the  INS  eatlmatea,  It  stjcms-'clfear  -thnt  we  ^ 
rould  aignif icantly  reaolvo  our  serious  um'mployment  probJ.epis'.BiTfiijl y  by 
vigorously  enforcing  our  immigration  laws,  capccif^^iiy  when 'wei  conaider  that 
the  number  of  llieRal  aliens  is  rising  by  225,000  nnnualLv.. 

MnnRowcr  Training,     The  Congrcas  ahould  continue  ^.tts  support  of  CETA, 
the  Comprehensive  Employment  and  Training  Act,     This  fi'rat  effort  to  decentra- 
lize and  dccategorlzc  national  programa  la  providing  the  hntlcipatcd  flexibility 


in  planning  and  administering  local  manpower  effor|;B.       In  a  recent  survey, 
chanbers  of  commerce  expressed  a  strong  preference  for  the  CETA  approach 
over  the  former  method  of  contracting  with  the  Departmeat  of  tabor  in 
Washington  for  individual  program  funding.    The  local  manpower  planning 
councils  arc  far  better  able  to  design  on-the-job  training,  classroom  train- 
ing, and  work  experience  programs  for  youth  that  are  most  responsive  to. 
local  employincnt  conditions.     The  National  ChambeAwill  offer  recommendations 
during  the  CETA  Oversight  Hearings  to  further  improVH.,,this  training  and 
employment  program.  ^ 

Career  Education.  Too  many  of  our  youth  spend  thi:  first  few  years 
on  leaving  8(;hool  going  from  Job  to  job,  learning  the  kl/d  of  work  they  want 
to  do  and  gaining  the  skills  necessary  to  begin  advancing  in  a  career.  This 
job  exploration  and  its  resulting  high  turnover  of  young  people  in  jobs  con- 
tributes significantly  to  youth  unemployment. 

Job  exploration  and  development  of  career  interests  should  begin, 
much  earlier  while  students  are  still  in  school.    The  career  education  con- 
cept, which  Includes  vocational  education,  responds  to  th'ls  need. 

As  early  as  the  lower  elementary  grades,  students  begin  learning 
about  the  many  different  ways  people  earn  a  living.     This  is  followed  in 
the  s*!Condary  schools  with  career  exploration,  in  which  employers  visit 
schools  to  describe  their  company's  operations,  and  students  visit  offices 
and  work  sites  to  learn  first-hand  the  nature  of  various  lines  of  work  and 
the  education  and  training  necessary  to  qualify.    Many  students  perfbrm 
work  tasks  for  school  credit  and  sometimes  for  pay  in  school-business 
cooperative  education  arrangements.     This  experience- helps  avoid  the  usual 
floundering  the,  first  few  years  after  leaving  high  school  or  college  because 
the  student  is  bettjar  prepared  to  enter  the  world  of  work  and  a^j^ce  in  a 
trade  or  profession.  '    *  . 

While  career  education  will  not  solve  the  unemployment  p^blem  4,t 
will  help  reduce  that  portion  tff  youth  joblessness  that  stems  from  a  lack 
of  career  objectives  and  the  resulting  casual  attitude  toward  VocJc^ 

The  National  Chamber  several  years  ago  endorsed  the  career  educa- 
tion concept  and  has  testified  in  support  of  federal  expenditure^or 
developing  pilot  programs.     We  also  support  H.R, 11023,  .the  bill  i^kfvply, 
introduced  by  Mr.  Perkins  to  accelerate  the  implementat |,ot\  of  careOT  education. 

^  1      ^  ^ 
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PART  II  —  NATIONaJl  ECONOMIC  PLANNING  ASPECTS 


These" comraents  relate  to  Title  1  of  H.R.SO.  "Establishment  of  Goals, 
Planning  and  General  Economic  Policies".     Because  this  blH,**ould  be  so 
Important  x,o  the  lives  of  215  million  Americans,  we  believeSts  proposals 
should  be  subjected  to  thorough  analysis  and  its  implications  carefully 
considered  before  action  is  taken. 

We  share  the  Committee's  desire  to  improve  national  economic  policy 
by  increasing  Congress'  ability  to  evaluate  ongoing  and  newly  proposed 
policies  and  programs  in  the  context  of  their  long-term  effects  and  by  direc- 
ting more  attention  to  the  interactions  among  existing  federal  policies  and 
and  programs.     However,  the  national  economic  planning  proposal  inH»R.50 
is  the  wrong  way  to  -^mprove  national  economic  policy,  primarily  for  these 
three  reasons:  .\  ' 

(1)  Implementation  of  the  planning  proposal  as  written  would  cause  , 
serious  inflationary  ptessures  within  a  very  short  time,  thereby  creating 
the  conditions  for  another  recession  and  for  a  return  to  wage-price  controls, 

(2)  The  proposal. would  enlarge  the  role  of  the  federal  government 

in  the  economy  at  a  time  when  many  people  are  disenctiahted  with  the  seemingly 
Inexorable  growth  of  federal  spending,  taxes  and  other  manifestations  of  the 
growing  federal  government  presence  in  their  lives. 

(3)  The  proposal  does  not  adequately  consider  the  implications 
of  its  major  provisions.     For  example,  there  la  good  reason  to  believe 
that  the^  bill's  attempt  to  make  abstract  national  goals  explicit  and  cori^ 
Crete  would  fall.     In  specifying  a  group  of  national  goals  the  bill  ,  •* 
presumes  a  consensus  which  does  not,  'in  fact,  exist. 


527 


17 


r,ffi>rt  of  Inflation.       ,  , 

The  natloyal  economic  plan  proposed  In  the  bill  would  eventually 
product    Inaction  by  discouraging  the  monetary' and  fiscal  policies,  necessary 
to  combat  Ip^latlonary  pressures  and  by  Increasing  the  magnitude  and  varlabl- 
-     llty  of  the  federal  government's  Impact  on  the  economy.     There  Is  the  ImpH- 
clt  suggestion  In  the  planning  proposal  thdt  Inflation  results  mainly  from 
supply  factors  and  the  decisions  of  suppliers.     Little  attention  Is  given 
to  the  role  of  federal  deficit  spending  and  excessive  Increases  In  tlie 
supply  of  money  as  sources  gi  Inflation. 

The  plan  would  frustrate  efforts- to  rbducc  government  expenditures 
or  limit  therate  of  growth  of  the  money  supply  and  the  availability  of 
credit  to  reduce^ inflation.    Thus  the  plan,  with  Its  expansionary  spending 
-objectives  and  restrictions  on  anti- Inflationary  fiscal  and  monetary  po- 
'.'^.jll&les,  would  assure  an  Increase  Ih  Inflation.  ^ 
'^'  Z-;^';  The  plan  suggesys  programs  and  policies  for  Increasing  swT^lffile'S  ^in 

.  ■Vr^^fltfucturally  tight  my<ets.    To  restrain  Inflation,  export  ll^iiri^lng^^'u^ 
■'  •>»i8o  be  used  to  lhcr>.a«e  domestic  sbpplles  of  certain  febods  l.^^flHor't;  w^^^^ 
■     The  constraints  on  fiscal  and*  monetary  policy  In  com^in.a,i^on.'V^^^^ 
expansionary  character  of  the  plan  wpiild  open  the  door  to  pr6^^aiiifl^^t_hiage' 
price  controls  when  Inflation  rates,  begin  to  rise  intolerablyi-^^ThlKicf  feet: 
runs  counter  to  the  bl'u ' s  proposal"  that  the  Employment  Act  of  196^*  be  amended 
to  rdqulre  In  the  President's  Economic  Report:     "(7)  recommendations  for 
admlJntstratlve  and  legislative  actions  to  promote  reasonable  price  stability 
If  situations  develop  that  seriously  threaten  national  price  stability". 


Experience  wltli  wage-price  C;ontro\s  demonWrates  that  Inflationary 
pressures  can  be  contained,  only  temporarily  by  such  measures  and^  that  the 
side  effects  are  harmful  to  the  economy.    Controls  Impede  ndcissary  Increases 
In  productive  capacity;  they  redirect  domestic  production  Into  International 
markets,  they  creSte  sho^tagfes  of  products  and  services  that  have  low  rates 
of  return  on  sales -and  they  slow  the  growth  ot  employment  opportunities. 
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Similarly,  It^s  not  possible  to  hold  down  specific  interest  rates 
without  allocatlve  side  effects  and  It  Is  not  possible  to*  hold  down  the. 
general  level  of  In  teres t  'rates  without  generating  the  cond 1 ti6ns> f or  higher 
Inflation.     Since  inflation  Is  a  coroponetit  of  long. term  Interest  rates,  the 
measures  that  keep  Interest  rates  low  in  the  short  run  will  Increase  them  .iA 
the  long  run.  »•* 

Promoting  the  Public  Sector  \      ",         ' ''.X 

Section  106  would  amend  Section  3B 'of  the  L9A6  Employment  Act  and  » 
would  constrain  the  President's  Budget  and  Economic  Report  to  consistency  a 
with  the  goals,  objectives  and  other  provisions  of  thti  proposed  Economic 
Plan.     A  central  objective  of  the  bill  is  three  percent  unemployment  within 
four  years  of  the  bill's  enactment.    The  President's  Economic  Report-'is  tb 
set  fprth  fiscal  policy  that  would  be  consistent  with  the  goal's  of  the  plan* 
If  high  expenditure  levels  were  deemed  necessaj^y,  to  obtain,  ^ite-^oals,  then  • 
taxes  would  be  Increased  to  restrain  InflatloniarT^  pressures  encountered  at 
full  production.  .■  f 

The  bill  goe^  further;  It  sets  forth  the  general,  principle  that 
priority  expenditures  established  In  Section  3A  would  ^idtT  be  reduced,  or 
would  be  reduced  very  little,  so  long  as  it  Is  feasible  'to  reduc.e,Iles8  Im- 
portant expenditures  or  to  use  tax  policy  to  "  .  ,  .balfince  the,fB<Ieral 
budget,  or  create , a  surplus  .  .   .,  restrain  excessive  economic  activity  and 
Inflation.  .  .,  and,  .  .contribute  to  the  needed  IcveJ.  and  distribution  of 
purchasing  power**.     ...  . 

Implementation  of  this  provision  would  limit  the  consumer' Q:  f,r.ecdom 
uf  choice.    The  President  and  the  Congress  would  often  decide  which  piajor. 
sector^  of  the  economy  were  to  be  favored  and  which  pbhalized.  Presumably, 
the  sectors  tavured  would  be  those  specified  in  Section  106,  Section  3A(e). 
CovernmQof  spending,   federal- tax  policy  anji-tnonistary^  policy  would  each. be 
actively  used  to  implement  the  bhjcctlvefl  derived  from  the  reordered /and"  ,  * r 
expUxl national  priorities  contained  within  the  plan. 


By  substantially'^raislhg'  the  level  of  federal  spending,  U.R.  50 
-would  ^ve  priority  to  public  "spending  .over  private  spending.    When  the 
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blii  further  recomnend 8  that  tax  increases  in  Ueu  of  federal  spending  cuts 
be  used  to  balance  the  budget  and  restrain  Inflationary  pressures  at  full' 
production,  JLt  Implies  a  reallocation  of  resource^  from  the  private  to  the 
;publlc'  sector.  •  .      *  ' 

•Such  policies  would.  Increasingly  take  decision  power  ^rom  consumers  and 
tnves tots  and  give  it  to  the  Congress  and  the  Executive  Office.  This, 
provision  shpuld 'be  reviewed  In  the  conte^tt  of  the  bill 's  Declaration  of 
Policy  .whcreunder  government  ls<-to  conduct  Its  programs  and  policies 

.   .  In  a  manner  calculated  to  foster  aod  promote  free  competitive  enters 
prise  and  the  general  welfare  ..." 

Under  other  provisions  of  the  blll»  the  President's  Economic  Report 
would  also  set  forth  a  monetary  policy  conducive  to  achieving  the  goals 
specified  In  ^hc  plarf.     This  w6uld  Include,  among  other  things,  policies 
pfercdlt  allocation  that  would^furthcr  weaken  the  market  system  by  Sub- 
stituting the*  political  process  for  the  marketplace  In  allocating  credit. 
The  financial  markets  arc  a  mote  efficient  allocative.Vechanism  than  the 
Coogrcss  or  the  Excc\t;lvc  Office;    Assuring  reAdy  creVlt  availability  to  one 
ioc'tor  of  the  economy  Wfeuld  mpan  less  cred  1 1,  avallab  1 1 1  ty  to  other  sectors.  , 
Such  purposeful  intervention  Ifi  credit  markets  would  likely^  have  unantici- 
pated side  effcctj!'  In  other  economic  sector^.-   For  cKamplc,  It  woul^i  In- 
crease uncertalnty^ln  the  Investment  outrloo^c  fcir  particular  Industrl&s,  there 
by  retarding  Investment  growth  In  some  Industries  while-  attempting  to  Increase 
It  In  othets.  *  ■  '  ,  *    '      .  ' 

The  plan's  success  presupposes  some  set  of  explicit  concrete 
National  Goals  on 'which  there  is  a  national  consensus  as  to  content  and 
rank  order.     Such^a  consensus' docs  not  exist.     Even  a  perceived  national 
priority  Is  rjit  permanent.     Our  national  priorities  change  often.  In  line 
ylth  perceptions  and  conditions.     In  recent  years  the  nation  has  been  con- 
cerned 'with  doublc-dlglt  iafU^^  and  food  shortages,  consumerism, 
•."^  energy  Independence,  environmental  goals»  economic  Instability,  as  well  as 
full  onpftoymcftt.     Any  one  of  these  national  prlof Itllfs^ !mi(|t  be  analysed  and 

debated  in  the  context  of  the  othdrs. 

.T  ' 

A  national/ consensus  tnay  . appear  to  exist  when  a  national  goal  Is 
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,8tt(e^  In  abstract  terms.    But  when  the  goal  Is  redefined  In  concrete  terms 
or  when  a  concrete  objective  Is  derived  from  the  goal,  and  Its  Implications 
are  specified,  It  Is  found  that  the  presumed  consensus' did  not  exist.  The 
differenc'es  must  be  reconciled  In  the  political  processl 

It  la  perhaps  ))osslble  for  the  nation' to  achieve  the  concrete  ob- 
lectlye  of  three  petc^qt  unemployment  .within  four  yearjJv^f  the  plan  In  this  ^ 
bill  wet:^  to.be  fully  accepted  and  Implemented;  but  tljie  cost  would  ber  extremely 
high  l.nitetmB  of  Inflation,  unpredictable  shortages  and  surpluses  accompanying 
eredlt  all'oe^tlon,  subsidization,  wage-price  con trol s ,  the  loss  of  economic 
freedom,   the  potential. loss  of  some  World  markets,  and  large  Increases  In 
federal . taxe$  on  both  Individuals  and  corporations.     One  question  at  Issue- 
Is^whether  thla  goal  Is  worth*  t}ie  costal    Another,  ques tlon  Involves  alternative 
ways  of  reducing  unemployment  without  Incurring  such  great  coats. 

Congress  reconciles  the  differences  In  political  preferences.  One 
means  f 08^' responding  to  changes  in  emphasis  among  national  priorities  is 
the  new  congressional  budgeting  process  whlfih  we  support,  precisely  because 
this  process  fits  into  pur  unique  political,  and  economic  Institutions, 

Economy  In  Government         ^  ;  „  '■  ' 

The  Natlbnal  Chamber  can  endorse  the  spirit  of  Section  105  where 
it  addresses  efficiency  and  economy  In  government.    However,  It  Is  not  yet  .■ 
es tablished  that  efficiency  and  economy  in  governme^it  requires  a  compre- 
hensive planning  framework  like  that  established  by  the  "Full  Employment  and 
Balanced  Growth  Pj.an"  embodied  In  Section  10^»  of  the  bill.     The  alleged  need 
for  bettor  maitagemant,  tnore  foresight  and' coordination  within  the  federal 
government ■  is  best  considered  iseparate  from  the  broader  issue  of -national  9 

economic  planning.  c 

j     I  '■ 

The  Chamber  supports  t\^\Rosd    of  Increasing  Congressional  foresight 
and  concern  ^wlth  the  lonR-terra  el^ccte  of  itsjictlona.     But  the  plan  proposed 
In  this  bin  Is  not  t,^     -ly  to  accomplish  this  "goal,.  It  would  cause  serious 
Inflation  and  It  would  ;iubstantlally  enlarge, the  presence  of  the  fede^'al 
government  in  our  econtlmlc  and  social  ac tiv^t ties .    The  bill  does  not  fully 
consider  the  Implications  of  Its  proposals. 
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vWc^^^^       appreciated  the  opportiftrtty  to  testify  on  the  bill.  The 
Chaaber  ^^:'^iudyiTig  both  national  economic  planning  and  daaeitic  employ- 
ment  policy.    We  sharM^^^iappy  to  cooperate  in  these  -khd^  future  hearings  « 
as*  our  own  work  and  deliberations  proceed;  and  we  hbp«  phat  these  hearings 
will  stii-late  better"  proposals  to  improve  the  proctir  by  which  our  nation 
arrives  at  its  long-term  priorities.  • 

•o  ■      ■  ■  ■        ■  •        .  . 

Conclusion.  .  *» 

The  foregoing  arguments  in  opposition  to  H.R. 50. stem  from  a  bas^^ ■ , , 
difference  in  conception  between  the.  Chamber  and  the>ill's  sponsors  on  hoW'" 
our  economy.now  works,  anion  how  it  would  work  if  t>te  economic  plsnning- 
fuU  employment  measures  of  this  bill  wer'e  enacted.  -;VJe  still  believe  that 
economic  prosperity  is  more  nearly  ssaured  by  enabling  consumers  tohave 
more  .to  say,  MCher-:;*han  less,  about  where  investment  should  tSke  place;  and 
restraining,  rather  than  encouraging,  government^ lnt:trvention  |n  .fin^ 
markets  and  resource;  Allocation.  .  ; 

Me  cbncluaelthac  messures  inv^upport  of  economic  planning  and  full 
emeloyment.,  as  set  f or t5h  in  this  bill,  would  produce  st  best  only  a  temporary 
improvement  in  economic  activity,  followed  by 'a  "resurgence  of  inflation  and 
recession-caused  higher-unemployment.    The  best  policy  for  more  nesrly 
achiev^g  a  long-term  solution  consists  of  mgderate  fiscal  and. monetary  . 
policies  and.employment-creatlng  measures -^tailbred  to  the  structursl  nature 
of  much  of  otir  unemployment. 

Sinde  we  share  the  common  aim  of  providing  more  employment . for  all, 
•  we  hope  that  from  our  discussibna  there  will  Ancfge  understandings  that 
foster  progress  toward-this  end*        -  : 


VUKVAUVM  STATKMKNT  OK  B.  RTANLt'lV  RlTTKNIlOrSE,  LtXlISLATIVE  iVlDE, 
lilBKHTY  l.OBHY 
"  •      ■  ■     .    .  '      '     ■  s. 

Mr.  n>airmaii  i\\H\  Members  of  tln'-Coinmiltct".  I  niii  K.  Stniiley  Uittenliousc. 
I^PKlsliitivp  At(U»  of  LlWrty  I.ol)l).v.  I  npprecinte  iliis  opinu  tuiilt.V  to  stibinit  for 
the  rwonl  our  stateiiipiit  rrprcscntlim  tlie  views  of  Libprty  I-.pl>l>;vK  nearly!: 
25,00O-|iieiiil>er  Hoard  of  Polic  y  ami  also  on  bebalf  of  the  appro xihintelJ  M^m r-' 
ter  iwillioii  readers  of  our  Weekly  newspaper,  tbe  SpotliKbt.  I  >  .t.' 

^Y<add  v»;n  tii^ht  a  forest  tire  l)y  lJoociiii«<tJie  fJann*ti  .witH.Kasoliije?  Tfrat  Js- 
the  approach  this  inisiioiiier,  the ' ''Full  Kliuploy.avf'^t;.^"*^  KulaiicetV  Growth 
Act."  takes  in  applying:  iX qua ck- cure  to  onr  ec'cmoniie  ills.     /  ,  •  v 

*  U.K.  r»0  is  a  licehse  t6  spend  to  iiiliuity.  Xl»<?^  Pr^*"«ry  cwise  of.  indatioiv  and 
of  the  resultinj:  niieiaploynient  rfroiii  the^WcAving  c)f  .  the  wonomy  4^ 
fipondiaR  by  the  U.S.  as  iinplementtHl  by  the  Fei^jbral  Reserve?.  This  bTU  wcaild 
mandate  and  generate  tlie  most  nmssive  deficit  sj^i^djnij.this  ccMintr.v  has  seen 

date—and  this  country  has  ,sihmi  nnicli,  tn^n-e  tjmu /^OOO  bil-  . 

lion.    .  •  ■  ■■-i'  '    /  ' '"K  .  ' 

Inflatic>n  causes  nneniplc>yuient  ;  IlJi.  fK>  >V<hl^(rc(j^  t 

Thi.<  "FIvp  Year  ProKraftl"  •  (qnotlpK  Sciitfitor f^ttTtiif^^  a  warineil-ofer 

Five  Year  Phui  th(?  ccaaniunlstsjjmvd  tric^  t<^j(1|i*ft)^U^  ""t, 
for  the  West.  Unssia Would  hiive  sta^y^M  alid  obimiW<k(^J^^     wlfliiu  yeai?*  a^o. 
Slionld'U.R.  5()  pass,  the  saUie  could  evMt^iAlly  happep  to  America. 

In  order  for  Kovernnient  to  spend  iim.sKive  amounts  of  funds  to  "KuarauttM'" 
employment  of  07%  iff  the  '^v^rk  for,oe,''  the  funds  either  iniust  come  toni 
taxes,  !>le<l  ont  of  w(»rkcrs  (middle  flhss)/or  from  future  KcneratioiisMu  tJie 
fwn  of  debt  at  liiKh  interest  rates.  This  bill  would  uuindate  greater  Hl>eudhiR, 
higher  taxes  .and  morP  debt*  It  is  inipt>,ssibie. to.speiid  yourself  intcrproHl>ority. 
And  witli  tlie  (ieKree'of  eltlciency  of  nn>st  KOvernnieht  operutimis,  the  debt  pjeu- 
(Taled  woul(\  Ik*  KreatifF  than  any  beneths.    ,      ..  "  * 

If  more  delicit  spendiUi:  woidd  answer  our  iH?ouoaiic  woes,  our  deficit  ot 

•  more  timn  $mK)  biiyhn  4iud /apidly  wtfin^c  even  idRbet  (-^5%  of  the  total  debt 
created  in  tiie  last  seven  years),  we  i^iionld  liave  no  fnllntlon.  no  nnemploy- 
ment.  a  c^inilVdent  ccoucnay  and  sucTj  a  hiKh  level  c»f  J>ros^erity'tha^,tl^e  deficit 
woidd  )>p  a  "myth."  President  Frgnkllu  V.  Roosevelt  explained  this  attitude 
toward  deficits  with  a  Klii>  "we  owe  it  Wi  ourselves."  But  what  we  ''paid  onr- 
selves*  was  more  debt;  rampant  inflation,  more  uulMUploynient^and  loss  of  con- 
fidence in  our  economy.  The  "someJh|iiK  for  uotliiuK''  boy,s  have  ruined  the 
ecjaiomy  with  Iienvy  doses  of  socialism  and  its  resulting  debts.  N(>w  they  pro- 
pose more  nt  tlhie  cause*  In  order  to  solve  the. effect.  This  type  of  reasouiaj?  i« 
irrational,  as  hisi(>b*  has  denron.'^trated  time'mid  tinu'  awain. 

II.R.  .K)  would  K;£iienite  ^renter  inflation  at  a  more  rapid  rate  which,  in 
turn,  wcaild  dry  uj^  venture  capital.  Venture  capital  is  Hie  money  that  is  risked 
In  uncertain  investments  cond>lned  witii  an  unstable,  monetary  situation.  WitJi- 
dnHwiuK  venture  capital  would  result  in  Icmer  productivity.  - 

ronflrteuce  can't  be  leKislnttMj  into  an  economy  ;  it  results  from  a  sound  e<'o- 
uoniic,  situation.  T-lie  sponsors  iff  the  biil' wnut  to  push  on  the  string  by  fool- 
isldy  attemptiuK  to  create  confidence  when  idr  they'-would  create  would  IrC'the 
woes  of  deficits,  devaluations  and  depressions. 

The  Keneral  flndiuKs  state  that  "CouKress  finds  that  the  Nation  has  Hufiferpd 
substantial  and  IncreasiiiK  uneni'ploynient  and  ujukTemployment,  over  pro- 
lontred  periods  of  time.  inipdsinK-  numerous  econcaulc  ,{ind  social  coh1«."  Tills 
result^  from  tlie  Injection  of  excessive  Hociiilisai  iiito  our  competitive,  frCc 
enterprise  system.  II.R.  .'tO  propiises  more '  Kociidisn»-^more  of  the  cause  in 
order  tc)  resf^lve  tlie  effect.  TIds  Is  not  tlic  solution  !         '  ' 

TIh\Fu11  Employment  and  Balanced  Orowtli  Plan  \\ould  create  mas.sive 
unemployment  nnd  an  nnbaliniced.  nou-;prowtb  economy  as  the  bureaucrats  in 
their  Infinite  wisdom  ko  off  on  uncontrolled  nucliecked  sprees. 

./  .   ■       ^    ■      .  "s  •  . 
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Under  Title  1-  Kstjibllslnneiit  of  (Jonls,  riiinninK.  nnd  denenil  Eeonoinle  INil- 
ieles.  the  I )eeInriUli)ii  of  I'olley  stiU(»s  tluit.  *'the  Congress  liereby  (l(»eliires  tlnit 
it  is  the  eontimiiiiK  jMilley  jiiul  responsiltlUty  of  .th(»  Fedenil  Governineiit  to  \ise' 
all  i)nietiejihle  nu^sins  .  .  .  tf)  foste^r  and  promote  free  eiunpetitive  enterprise*  .  .  . 
nnd  to  promote*  fnll  einployniont.  prodnetioM.  and  pnrehusinj;  power/* 
*^*rhe  hnsie  premise*  of  tliis  hill  is  in  error.  It  is  not  the  responsihillt.v  of  the 
Kedernl  (lovernnient  to  promote  soeinlistie  sclM  ines  within  ii  free  nwirket.  If 
tliis  is  \Uit  line,  liien  tliere*  is  no  economic  IDM'itv'and  withont  thai  tiiere  are 
no  Iniman  rights. 

llow  Ironie  It  is  Unit  those  who  rry  nwt  for  hnnmn  rights  are  th(v  sanie 
people  who  W(add  deny  these*  rights  l>y  tai<ing  away  eeonoade  ffeedom. 

It  isMnjpf)ssilde  to  "promote  free  competitive  enl(*rprise"  with  ii(*a\y  doses  of 
sfK'lalisnj.  And  it  is  als<»1njpf)ssihle  to  "proimttc*  fall  pnreinjsinj;  power"  with  a  . 
l»in  that  would  prodnee  niore  inllation  wilh  (leti(^lt  spending.  Intlation  Is  the 
redaction  or  dllnti<»n  of  tlie^  parcljasin:;  v   • '  '  '  f  "ur  dollar.  Tiu*  prochiime(r  goal 
and  proposed  sohitinn  rnn  in  eianpl^*!^  »  .ipi.^Mii.  Jirecti<ms. 

Tlie  "(*mplo>er  of  last  resfjrt"  '•.n-orat-^  the  n'ih>yer  of  tirst  resent,  as  deni- 
onstrat(*d  hy  iNisf  growth  of  t\v  'cdcr  nvr  Sin<'e  Franklin  1).  Il(M>.sevelt. 
the  cost  of  government  ami  we)'  )  ;>  ^  .  keted.  Hack  in  WAX  the  total 
federal  civilian  emplo.vnu»nt  was     :  liwui  f»()r».(MK).  wltii  a  ver,v  snnill 

percentage  of  the  popalace  working:  \  »  f^overniiient  at  ALVlevel.s.  Today, 
the  figure  Inis  soared  to  nlxujf  V\A  mltliun.  or  (uie(ait^)f  every  six  wage  earn- 
ers emph)yed  I>y  the  federal,  state  or  nmnicipal  governments.  The  total  federal 
payroll  is  now  more  than  ?4()  billion.  Tliis  does  not  include  the  almost  unconnt- 
able.  and  m»w  nncontrollable,  welfare  recipients  At  the  varicms  government 
levels.  An  Intlication  of  how  ni'assivo  this  pnddem  fias  become  is  the  ffet  that 
social  .services  are  now  ;"i7</r  of  the  federal  hn(|get^    *'  ' 

Tlie  "Full  Kniploy nu*at"  name  given  U.K.  is  mi.^leading  for  it  i.s,  a.s  liia- 
tor.v  will  prove,  a  massive  welfare  bill  wltii  a  "Fnll  Employment"  label.  This 
hill  does  notliini:  n>ore  timn  exploit  tlie  free  enterprise^^4ni<'tiire  in  order  to 

bring  about  a  sociiilist  stAt*-'  ^f^^^^ 

What  is  little  known  and  rarely  mentioned  is  thenf>f6fj>e-federabp»yr()ll 
jobs  which  cost  the  taxpayers  J?(M)  billion  per  year.  Tliis  new  Invisible  bureauc-, 
racy  is  growing  steadily  and  probably  at  a  more  rapid  rate  than  the  "surface 
government.*'  llow  niany  (tf  these  "non-federal**  employees  are  on  the  taxpay- 
ers* payroll  is  not  known.  However,  it  is  kn(twn  tliat  fewer  ahd  fewer  private 
taxpayers  are  supporting  nmre  and  more  of  this  type  of  employee. 

I'ongre.ss  innst  cnrb  the  executive  Itranch  as  it  aconmnlates  more  and  nmro 
iwwer  to  It.self  via  tlio  nnissive  expenditure  of  motley  and  manpower.  Having 
accomplished  that.  Congress  then  (btes  not  want  to  be  guilty  of  this  same  da.s- 
tardly  deed  by  passing  H.R.  50.  The  federal  bureaucrat  "and  socialist  jwliti- 
■  ciaus  have  shown  us  that  power  corrupts  and  absolute*  power  corrupts  abso- 
lutely. Over  the  years,  the  rights  of  the  states  br.vo  yielded  to  the  power  of 
the  federal  government.  This  itill  would  produce  even  bigger  government  and 
furtlier  reduce  the  states*  roles  by  restructuring  into  regi(ms.  ^ 

Sec.  2(M  states:  "The  President  shall  within  ISO  days  after  the  date  of 
enactment  of  this  Act  transmit  to  Congress  a  c(tmprehensi ve  regional  and 
structural  employ nieiit  proposal."  Am'  '•formulating  the  regicmal  coraponent.s  of 
such  a  proposal"  reflects  the  ultinmte  plan  (tf  the  ultra-leftist.s  to  tako  govern- 
ment further  away  from  the  Ami'rican  people.  When  the  citizens  Utse  more  and 
more  dinni  control  over  their  government  at  the  state  level,  the  p(nver  then 
flows  to  a  more  powerful  and  higher  level;  that,  is  into  the  hands  of  the  U.S. 
Regioii.tlism  is  a  suhstitntiou  and  consolidation  of  the  .<tate.<'  roles. 

Mrtny  people  who  advocate  this  remoyal  of  power  and  unth(»rity  fr(»m  local 
or  state  contnd  also  advocate  a  w(»rld  government.  And  the  danger  here  is 
that  regional  govcTumcat  will  much  more  readily  adapt  to  dealing  with  inter- 
nationaKorganizations.  So,  regionalism  within  America  leads  to  a  loss  of  con- 
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stltutional  state  MoverelRnfy  niid  of  national  sovereignty  witliin  tlie  world 
structure;  tiius,  reKionalism ^ttm^hl  Qoiw*ttirate  iH)\ver  into  the  hands  of  th<* 
.  one-world  ifovernment  advocates.  Many  leader**  of  this  legislation  in  hotli 
houses  freciueutly  promote  moves  toward  «  onierworld  government. 

THiis  legislatiouwilso  involves  itself  with  education  and  day  can*.  Federal 
contr<5l  of  children  is  another  \}et  project  of  the  leftists  who  wish  to  regiment 
our  society  totally.  ."Priortty  polities  and  programs  to  support  full  emplojtment 
and  balanced  growtli  shall  initially  include  .T  .  the  quality  and  (HiantUy*Of 
heBlth  care,  ^ucation,  day  care,  and  housing  es.sential  to  a  full  economy  .  .  .V 
This,  of^course,  requireflTraore  government  control.  oPkin  would  come  under 
the  control  of  the  bureaucrat.  Besides,  the  federal  government  is  a  notorious, 
humbler  in  trying  to  handle  tjiese  ohviouslv  locbl  problems. 

Tlie  same  jwigi?  calls  for  "such  other  priority  policies  and  programs  as  'ftii* 
Preside!^ deems  aJ)propriate."  Thiaftt)roniotes  an  even  greater  degree  of  control, 
especially  when  th*  Presiden^^implements  an  j^xdlhitive  order.  Tlie  President,' 
under  these  cogditions,  would  t^ave  the  »ov#r  of  a  king.  This  legislation  would 
turn  the  calendar  back,  200  years.  ^ 

^  The  Full  Emplofment  and  ^alancetl  Growth  BJ^u  states  Ulat  tlie  '  President 
Shall  rbview  the  full  employment  goal  an^  time  table  required  by  this  section 
and  report  to  Coijgress  on  any  obsta(;Je8  to' its  achievement  and,  if  necessary, 
propose  correcth<i»  economic  measures.  .  .  This  would  provide  for  the  total 
destruction  of  our  free  enterprise  system.      '  * 

This  bin  Is  also  ani^tlftr-^sample  of  asking  Congress  to  turn  over  to  unelected 
hureaucnits  its  autlwrity  and  responsibility  of  making  the  laws  of  the  land. 
'•The  Secretary  (of  Labor),  in  carrying  Out  the  provlsious3^  ^his  section,  shall 
estahllsM  .such  regulations  as  he  or  shcr deems  necessary."  To  give  such  power 
into  the  hands  t)f  hureauotats  not  directly  accountable  to  th#  American  people 
provides  the  way  for  unbridled  iwwer  that  wouhlil>e  quite  difficult  to  check 
and  control.  It  is  this  approach  that  has  created  so  many  of  our  alphal)etlcal 
monsters  (OSHflp  EPA.  etc.)  that  have  the  force  of  law  hut  none  of  the 
restraints  upon  th«se  elected  by  the  people.  This  tys|^  of  legislation  subverts* 
and  perverts  our  (Constitution. 

T]ie  expense  of  the  exploding  bureaucracy  required  to  administer  this  mon- 
ster and  the  cost  Of  "creating"  jobs  would  far  exceed  any  "benefit."  History  has 
proved  this  time  and  again.  The  mere  fact  we  are  fOOO  billion  In  debt  30  years 
after  the  Full  Employment  Act  of  IWti  speaks  volumes.  ^ 

Wishful  thinking  does  not  alter  the  fact  that  this  bill  would  put  Amerlcd 
evrfn  deeper  In  debt  and  thus  create  more  Inflation  antl  more  unemployment. 
Wlmt  the  proponents  seek  to  avoid,  unemployment.  Is  exactly  what  will  \ye  pro- 
duced. This  bill  Is  economic  suicide.  » 

The  proposal  to  find  jobs  comparable  to  one's  previous,  "standard"  Is  ludi- 
crous. When  times  ?ire  tough,  one  tightens  his  belt—as  every  generation  has 
dcme  In  the  iMj^st.  To  offer  a  dole  merely  l>€cause  one  cannot  maintain  his 
income  level  is  to  assure  even  more  welfare,  handouts  and  abuses.  Tills  openly 
advocates  greater  inefficiency  within  our  economy. 

•The  Congress  shalt  initiate  or  develop  such  legislation  as  it  deems  neces- 
sary to  Implement  these  proposals  antl  objectives  .  .      This  one  sentence  in  ' 
.Stv.       Is  a  mandate,  a  requirement  to  si^Mid  and  spend  which  would  result  in 
a  total  collapse  of  our  ec(moniy^and  eventually  our  Nation. 

This  bill  would  li^iit  and  severe ly^contcOl  any  <»iH»n  ^i^bate  on  the  merits  of  ' 
the  proposals  and  alteration.s.  As  an  example,  the  bill  stafes  to  Sec.  304  that 
the  Joint  Economic  Committee  will  receive  testimony  "as^  the  Joint  Committee 
deems  advisable."  This  would  l>e  another  *'tree'  for  the  committee  to  hide 
l)ehlnd  in  the  vent  the  public  wants  tc)  lie  heard.  The  committee  could  give  the 
exou.se  that  it  is  the  law  of  tlieland  and  not  their  decision. 

It  would  also  limit  tlic  debati>  and  open  forum  t)y  severely  restricting  tlie 
time  allowed.  This  tends  to  give  momentum  to  the  Prd&ied  Plan  as  it  would 
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appear  In  the  concurrent  reHol,.tlon.  A  limit  of  10  hours'  debate^on  the  concur 
rent  resolution,  two  hour«'  debate  on  any  amendment  and  one  hour  on  any 
amendment  to  an  amendment  precludes  any  thorough  analysis  or  discuss  on. 

This  iKWudoKgle  of  massive  spending  does  not  even  place  any  Umlt  on  the 
han  outs  to  the  loafer%.r  the  alien.  The  official  figure  of 
mated  to  1«  8  million  In  the  U.S.  with  the  majority,  "n""* 
1„B  j<.l»..  However,  that  llgnre  probably  rftns  closer  to  12  mil  on.  Indicating 
that  the  number  of  Illegal  aliens  holding  jobs  here  Is  closer  to  6  million.       -  . 

%ntlemen,Tou  are  urged  to  vote  against  this  socialistic  legislation  l«cause 
It  w.mld  sell  out  the  future  of  all  Liberty  I.obby  members  and  subscriber^  and 
allXerla  .s.  It  Is  Marxist  In  Its  concept  and  ""onld  result  In  "je  opposite  of 
fts  purported  goal  of  assnrlng  full  employment.  The  deficit  spending,  the  infla- 
tion and  ".e  resulting  unemployment  would  contribute  to  »  total  and  nonrecoy- 
erable  national  bankrwptcy  with  resulting  anarchy  and  the  overthrow  of  our 
listen..  Let  us  not  legislate  that  In  this  year  of  the  200th  anniversary  of  our 

'"^ank  you  again  for  this  opportunity  to  submit  this  statement  for-the 
record.  ' 

,  •        U.&' djirapUO  CONFKBEHCE, 

,      '    WaiMiV^,Ji  C.,  April  26,  im. 

Hox.  DoMiNiCK  WDanhXs,  .  .     •    „    „,    „   ,  «.„/„/., 

Chairman,  lUti/e&tmHtce  on  Manpower.  Compctutation,  Health  ami  kafely, 

Coinintfle^iph  Education  and  Labor 
V.S.  //oi<*i^«cp«^H*a»irc*.  n'a»hirtoton.  n.C. 

Dear  SfluejbStBMAN.  Your  Subcomnilttw  on  Mani)ower,  Compensatii  alth 
and  Safet7trm  Shortly  he  actrtg  on  H.R.  50.  the  'Full  Employment  m- 
anced  Growth  Act  of  1976.  '  In  a  major  statement  ent  tied.  The  t  .'iny . 
Human  Dimensions,  the  Catholic  Bishops  ofrfhe  United  Stated  declared .  *• 
"Fundamentally  our  nation  must  provide  jobs  for  those  who  can  and  should 
work  and  a  decent  Income  for  those  who  cannot.  An  eftectlve  national  commit- 
ment ?o  full  employment  Is  needed  to  protect  the  basic  human  right  to  useful 
"mp  oyment  for  all  Americans.  It  ought  to  guarantee,  through  appropriate 
mwhanlsms,  that  no  one  seeking  work  would  be  denied  an  opportunity  to  earn 
a  UveUho&d;  V""ll  employment  Is  the  foundation  of  a  just  economic  policy ;  It 
should  not  be  iacriflced  for  other  political  and  economicgoals. 

I  have  attiiched  our  recent  testimony  on  H.R.  50.  presented  by  ^s^oP 
Eugene  Marin.,  on  March  15.  mO  before  the  House  Subcommittee  on  Equal 
Opportunity.  In  hlK  testimony.  Bishop  Marino  said:  „,„^,.       „  n  m 

"We  want  to  take  this  opportunity  to  declare  our  basic  support  for  H.  K.  60, 
the  Fnll  Employment  and  Balanced  Growth  Act  of  1976.  And  express  onr  view 
Sat  It  provided  the  most  comprehensive  and  useful  aPProach      f';"  7P>°^ 
ment  now  before  Congress.  This  legislation  can  ami  should  I*  further  refined 
and  WToved  as  It  makes  Its  way  throngh  the  legislative  process  ^"^^J^'  ^^ 
urge  -that  Its  basic  thrnst  toward  comprehensive  planning  and  job  creation 
leading  to  genuine  full  employment  not  l)e  diluted."      ,     ,      ,         .  ^,„„ 
Through  structural  reforms,  comprehensive  economic  planning  and  crea- 
tion programs,  this  legislation  provides  a  meaningful  and  workable  mecha- 
nisms for  achieving  full  employment. 
We  urge  you  to  support  this  Important  legislation. 
-  Sincerely.  Francis  J.  Lallt. 

EncloKure. 
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THE  ECONOMY:  > 
HUMAN  DIMENSIONS 

"This  unemployment  returning  again 
*  to  plague  us  after  so  many  repetitions 
during  the  century  past  is  a  sign  of 
deep  failure  >n  our  country.  Unemploy- 
ment is  the  great  peacetime* ptiysicat 
tragedy  of  the  nineteenth  and  twentieth 
centuries,  and  both  in  its  cause  and  in 
the  imprint  it  leaves  upon  those  who 
inflict  it,  those  who  permit  It,  and 
those  who  are  its  victims,  it  is  one  of 
the  great  moral  tragedies  of  our  timtf." 

The  Bishops  of  the  United  States. 

,    UnempioymenJ,  1930.  » 

"  I.  This  was.  the  |udgl?ient  of  our  prede- 
cessors a*  they  responded  to  the  economic 
crisis  of  19^0.  As  pastors,  teachers  and  leaders, 
w«  recall  and  emphasize  their  words  as  our 
country  faCes '  important  economic,  social  and 
moral  decisions  in  the  midst  of  the  highest  un- 
employment since  the  1930s. 

t.   THE  CHURCH'S  CONCERN  . 

2.  Despite  recent  hopeful  signs,  the  economy 
is  only  slowly  and  painfully  recovering  from  the 
recent  recession,  the  worst  since  World  War  II. 
We  are  deeply  concerned  that  this  recovery  may 
lack  the  strength  or  duration  to  alleviate  the 
suffering  of  many  of  the  victims  of  the  recession, 
especially  the  unemployed.  It  is  /  the  moraL 
human  and  social  consequences  of  our  troubled 
economy  which  concern  us  and  their,  impact  on 
families,  the  elderly  a nrf  children.  We  hope  in 
these  limited  reflections  to  give  voice  to  some  of 
the  concerns  of  the  poor  and  working  people  of 
our  land. 

3.  We  are  keenly  aware  of  fbe  world  wide 
dimensions  of  the  problem  and  the  complexity 
of  these  issues  of  economic  policy.  Our  concern, 
however,  is  not'  with  technical  tiscal  matters, 
particular  economic  theories  or  political  pro- 
grams, but  rather  the  moral  aspects  of  economic 
policy  and  the  impact  of  these  policies  on  people. 
Our  economic  life  must  reflect  broad  values  of 
social  justice  and  human  rights. 
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II.  THE  CHURCH'S  TEACHING 

4.  Our  own  rich  heritage  of  Catholic  teach- 
ing offers  important  direction  and  insight.  Most 
Importantly,  we  are  guided  by  the  concern  for 
the  poor  ar\6  afflicted  shown  by  Jesus,  who 
came  to  "bring  good  news  to  the  poor,  to  pro- 
claim liberty  to  captives,  new  sight  (o  the  blind, 
and  to  set  the  downtrodden  free"  (Luke  4:18). 
In  addition,  the  social  encyclicals  of  thd  Popes 
and  documents  of  the  Second  Vatican  Council 
and  the  Synod  of  Bishops  defend  the  basic 
human  right  to  dseful  employment,  just  wages 
and  decent  working  conditions  as  well  as  the 
right  of  workers  to  organize  and  bargain  collec-  . 
tlvely.  They  condemn  unemployment,  maldiS' 
tribution  of  resources  and  other  forms  of  eco- 
nomic injustice  arid  call  for  the  creation  of  use- 
ful work  experiences  and  new  forms  of  industrial 
organization  enabling  workers  to  share  in  deci- 

,  sion-making.  increased  production,  and  even 
ownership.  Again  and  again  they  point  out  the 
interreiation  of  economics  and  ethics,  urging  that 
economic  activity  be  guided  by  social /norality. 

5.  Catholic  -  teaching  on  economic  issues 
flows  from  the  Church's  commitment  to  human 
rights  and  human  dignity.  This  living  tradition 
articulates  a  number  of  principles  which  are 
useful  in  evaluating  our  current  economic  situa- 

,  tion.  Without  attempting-  to  set  down  an  all- 
inclusive  list,  we  draw  the  following  principles 
from  the  social  teachings  of  the  Church  and  ask 
that  policy  makers  and  citizens  ponder  their 
implications. 

a.  Economic  activity  should  be  governed  by 
justice  and  be  carried  out  within  the  limits 
of  morality.  It  must  serve  people's  needs.' 

b.  The  right  to  have  a  share  of  earthly  goods 
sufficient  for  oneself  and  one's  family.be- 
longs  to  everyone.' 

c.  Economic  prosperity  is  to  be  assessed  not 
so  much  from  the  sum  total  of  goods  and  ^ 
wealth- possessed  as  from  the  distribution 
of  goods  according  to  norms  of  justice.^ 

d.  ^^portunities  to  work  must  be  provided  ^or 
ffpose  who  are  able  and  wilting  to  work. 

Every  person  has  the  right  to  useful  em- 
ployment, to  just  wages,  and  to  adequate 
assistance  in  case  of  real  need.^  * 
»  
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e.  Economic  development  mu9t  not  be  left  to 
the  sole  judgment  of  a  few  persons  or 
groups  possessing  excessive  economic 
power,  or  to  the  political  community  alone. 
On  the  contrary,  at  every  level  the  largest 
possible  number  of  people  should  have  aa 
active  share  in  directing  that  develop- 
ment.' 

f.  A  just  and  equitable  system  of  taxation  re- 
quires assessment  according  to  ability  to 
pay.* 

g.  Government  must  play  a^  role  in  the  eco- 
nomic activity  of '  its  citizens.  Indeed,  it 
should  promote  in  a  suitable  manner  the 
production  of  a  sufficient  supply  of  ma- 
terial goods  Moreover,  it  should  safe* 
guard  4he  rights  of  ^11  citizens,  and  help 

-  them  find  opportunities  for  employment/ 

6.  These  are  not  new  principles.  They  are 
drawn  directly  from  the  teachings  of  the  Church, 
but  they  have  critical  relevance  at  this  time  of 
economic  distrilss.  Under  current  conditions, 
many  of  these  principles  are  being  consistently 
violated. 

in.  DIMENSIONS  OF  THE  ECONOMIC 
SITUATION 

7.  in  these  reflections  we  wish  to  examine 
briefly  the  dimensions  of  our  economic  problems 
In  three  areas:  unemployment,  inflation  and  dis- 
tribution of  wealth  and'  income. 

A.  Unemployment 

■  8.  In  October,  government  figures  show  eight 
ST^illion  persons  were  unemployed,  representing 
8.6%  of  th$  worV  force."  Millions  of  other  per- 
sons have  given  up  seeking  work  out  of  dts-, 
couragemept  or  are  in  part-time  jobs  although 
they  desire  fi^l  tim^  work.  Taking  this  into  ac- 
count,, the  actual  level'  of  unemployment  our 
country  is  over  .1^%.  It"  is  estimated  that  20 
million  people  will  be  jobless  at  some  time  this 
year,  al^d  that  ofie-third  of  all  Americans  will 
suffer  tKe  traUnvitic  experience  of  unernpbyment 
within  their  families. 

9.  The  official  unemployment  rate  does  more 
than  underestimate  the  true  extent  of  jobless- 
ness. It  also  masks  the  inequitable  distcibutidri 
of  unemployment.  The  figures  for  October  indi- 


cate that  minorities,  blue  collar  workers,  young 
people  and  women  bear  a  disproportionate  share 
of  the  burdens  of  joblessness.^ 

10.  These  realities  clearly  Indicate  that  the  . 
nation's  commitment  to  genuine  full  employment-, 
has  been  seriously  eroded,  if  not  abandoned. 
Since  World. War  II,  unemployment  has  been 
substantial,  persistent  and  drifting  upward.  In 
fact,  when  joblessness  rose  dramatically  during 
the  latest  recession,  it  took  the  form  of  an  acute 
and  visible  crisis,  superimposed  on  a  long-term 
unemployment  problem,  which  has  persisted  for 
decades. 

U.  The  costs  of  this  tragic  under- utilisation 
of  OUT -country's  humaq -resources  are  enormous. 
In  economic  terms,  these  high  levels  of  unem- 
ployment cost  literally  hundreds  of  blllioas  of  dol- 
,  lars  In^lost  productivity  and  tens  of  billions  of 
dollars  in  Ipst  revenue  and  increased  expenses 
for  all  levels  .of  government.  ^ 

12.  '  As  lamentable  as  these  financial  costs 
are,  the  social  and  hum^n  impact  is  far  more 
deplorable.  In  our  society,  persons  without  a  job 
lose  a  key  measure  of  their  place  in  society  and 
a  source  of  individual  fulfillment;  they  often  feel 
that  there  is  no  productive  role  for  them.  Many 
minority  youth  may  grow  up  without  meaningful 
job  experiences  and  come  to  accept  a  life  of  . 
dependency.  Unemployment  frequently  leads  to 
higher  rates  ofcorime,  drug  addiction,  and  alcO' 
holism.  It  is  reflected  in  higher  rates  of  mental 
'illness  as  well  as  rising  social  tensions.  The  Idle- 
ness, fear  and  financial  insecurity  resulting  from 
unemployment  can  undermine  Confidence,  erode 
family  relation^tUQ&  dull  the  spirit  and  destroy 
drea^  and  b^pesTofe  can  hardly  bear  to  con- 
template thrf  dIsappoinWnent  of  a  family  which  > 
has  made  the  slyw  and  pelnful  climb  up  the  eco- 
nomic ladder  ancKtiasbeen  pushed  down  once 
ag^in  into  poverty  aTfa  dependence  by  the  loss 
of  a  job. 

13.,  The  current  levels  of  unemployment  are 
unacceptable  and  their  tremendous  human  costs 
are  intolerable.  Unemployment  represents  a  vast 
and  tragic  waste  of  our  human  and  material  re- 
sources. We  are  disturbed  not  only  by  the  present 
levels  of  joblessness,  but  also  by  official  govern- 
ment projections  of  massive  unemployment  for 
the  rest  of  this  decade.  We  sincerely  hope  that 
these  figures^do  not  represent  resignation  to  the 
human  and  ecQnomic  waste  implied  in  these  rates 
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t>f  unemployment.  As  a  society,  we  cannot  accept 
the  notion  that  some  will  have  jobs  and  Ineome 
while  others  will  be  told  to  wait  a  few  yeari^^nd  / 
to  subsist  on Welfare  in  the  interim..  For  worl^  Is 
'ijiore  than  a  way  to  earn  a  living.  It  represents  a 
deep  human  need,  desired  not  only  for  income  , 
but  also  for  the  sense  of  worth  which  it  provides 
the  individual. 

B.  /Inflation 

14.  There  are  those  who  insist  that  we  must 
tolerate  high  levels  of  unemployment  for  some, 
in  order  to  avoid  ruinou$  inflation  for  all.  Al- 
though we  are  deeply  concerned  about  inflation.  . 
we  reject  such  a  policy  as  not  grpupded  in  jus- 
tice. In  recent  years,  our  counti^has  experienced 

»  very  high  levels  of  inflation.  During  this  past  year, 
there  has  been  some  reduction  in  inflation,  but 
there  are  already  signs  of  its  renewal,  spurred  by 

,  largejncreases  in  food  and  fuel  prices. 

15.  Inflation  weJUns  the  economic  stability 
of  our  society  and  erodes  the  economic  security 
of  our.  citizens,  Its  impact  is  most  severe  on  those 
who  live  on  fixed  incomes  and  the  very  poor.  The 
double  distress  of  inflation  and  recession  has  led 
to  a  painful  decline  in  real  income  for  large 
numbers  of  people  in  recent  years.  Clearly,  steps 
must  be  taken  to  limit  inflation  and  its  impact. 

16.  -  However,  low  unemployment  and  high 
inflation  are  not  inevitable  partners,  as  history 
and  the  experience  of  other  industrialized  coun- 

.tries  bear  out.  Policy-makers  should^seek  and  use 
measures  to  combat  inflation  which  do  not  rety 
'    upon  high  rates  of  joblessness.  For  many  of  our 
fellow  citizens,  the  major  protection  against  infia-  ■ 
tion  is  a  decent  job  at  decent^wages, 

C.  Distribution  of  Income  and  Wealth 

17.  Within  our  country,  vast  disparities  of 
income  and  wealth  r^ain.  The  richest  20%  of 
our  people  receive  more'nncome  than  the  bottom 
60%  combined.  In  the  area,  of  ownership,  the 
disparities  are  even  more  apparent.  The  top  on5- 
fifth  of  all  families  own  more  than  three-fourths 
of  all  the  privately  he)d  wealth  in  the  United  * 
States  while  over  one-half  of  our  families  control 
less  than  7%  of  the  wealth. 


18.  The  distribution  of  income  and  wealth 
are  important  since  ihe'yipfluence  and  even  de- 
termine our  swrct>t[s,;^di6tEibution  of.  ecohomic 


power.  Catholic  social  teaching  condemned 
gross  Inequality  in  the  distribut^n  of  mat^riiil 
goods. 'Our  country  cannot  continue  to'ignore  ttils 
important  measure  of  economic  .justicie.  i  ,  . 

IV.  POLICY  DIRE^cfjON^        ,  .; 

19.  Fundamentally,  our  nation'must  provide  ^ 
jobs  for  those  who  can  and  should  y^c^k  apd  .a  '  • 
decent  income  for  those  vyho  cannot.  Anteffftctive' 
national  commithient  to  full-  employment  ,  Is,, 
needed  to  prptfect  the  basic  hyman'righf  to  useful.* 
employment  for  all  Americans.  It  ought  to'guan.  '*  ;; 
antee.  through  appropriate  m^chani^ms,  )hat  no 
one  seeking  work  would  be  deified  an-opporliinlty 

to  earn  a  livelihood.  Full,  ehnployment  is  tfie 
foundalron  of -2^^  just  economic,  policy;  }t  should 
not  be  sacrificed  for  other  pojitlcahand  economic' 
goals.  We  would  support  sound  ^nd  creative  pro- 
grams of  public  service  employment  "to  .Veiievft 
joblessness  and  to  meet  the  vital  stcral  n^^  of 
our  people  (housing. .  transportation,' education,'' 
health  care,  recreation/etd.).   ■      . .        '  <■  ^ 

20,  The  burden  anrf  hardship  of  these  cjiffi- 
cult  times  must  not  fall  most  fieavijy  on  the  most 
vulnerable:  the  poor,  the'elderiy,  the  'iinerDplpyed, 

'  young  people  ancj  workets  of  modest  income.  Wfl 
support  efforts  tO'irr^prove  our  unemployrt^entj 
compensation  sys^m  and  to  provide  adequate' 
assistance  to  the^vlctims  of  the  recession.  Efforts, 

.  to.  eliminate  or  curtail  needed  sen/ices  ^ntf.help  * 
must' be  strongly^ opposed."  _  ♦ 

21,  We  continue  to  support  a  decent  irKohie 
policy  for  those  who  arp  uYtable  to  work  because 
of  sickness,  age.  tiisaljility  or  other  good  reason. 
Our  preSertt  welfare  system  should  be  reformed 
to  serve  our  country  an{J  thpse.  in  nfeed  more 
effectively.   •      ■  ^\   \        '  ■  ;  - 

22.  Renewed  efforts  are  reqiiired'to  reform 
our  economic^  lifei.  We  ask  the  p/iyate*  and  public 
sectors  to  join  ^ogether^to  planjand  provide  better 
for  our  future..  to*'prombte  fairness  in  tixqtion. 

.  to  halt  the  destructive  impact  of  Inflation  and  to 
distribute  more  evenly  the  burdens  and  opportu-. 
■  nities  of  our  society.  We  also  ask  that  consid- 
eration be  given  to  a  more  effic'acidus  use  , of  the 
land,  the  nation's  primary  resource  ip 'order  to 
provide  gainful  employment  for  jriore  people.  We 
should  also  explore. the  impact  of  technology  and 
endeavor  to  preserve  the  smaU  family  farm  and 
other  approaches  to  etonomfc  life  which  provide 
•substantia!  and  productive  ertiplbyment  for  peo- 
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pie.  It  is  not  enough  to  point  up  the  issu«s  in  our 
economy  arid  to  propose  solutions  to  our  na- 
tionBt  problems  while  accepting  uncritically  the 
presupposition  of  an  economic  system  based  in 
large  .  part  upon,  unlimited  and  unrestrained 
profit. 

23.  We  pledge  our  best  efforts  In  support  of 
these  goals.  We' call  op  local  parishes,  dioceses. 
Catholic  institutions  and  organizations  to  under- 
take education  and  action  programs  on  issues  of 
economic  justice.  We  renew  our  commitment  to 
assist  the  needy  and  victims  of.  economic  turmoil 

'  through  programs  of  financial  assistance  and  ac- 
tive participation  in  the  dialogue  over  the  formu- 
lation and  implementation  of  just  economic  . 
policies.  We  call  on  our  people  to  pray  for  our 
country  in  this  time  of  need  and',10  participate  in 
the  difficult  decisions  which  can  still  fulfill  the 
promise  of  our  land.  ^ 

24.  Working  together  with  renewed  vision 
and  convnitment.  ourcountry  has  the  productive 
capacity  and  hum^n  and  material  resources  to 
provide  adequately  for  the  needs  of  our  people. 
We  take  this  opportunity  to  renew' thejjhallenge 
of  our  fellow  Bishops  of  45  years  ago: 

•"Our  country  needs,  now  and  perma- 
nently, sucb  a  change  of  heart  as  will, 
intelljgently  and  with  determination,  so 
organize  gnd  distrtoute  our  work  and 
wealth  that  no  one  need  lack  for  any 
long  time  the  security  of  being  able  to  ' 
earn  an  adequate  living  for  himself  and 
ior  those  dependent  upon  him." 

The  Bishops  of  the  United  States, 
Unemployment,  1930 

APPENDIX 

In  adopjitng'thts  resolution,  the  Bishops  sought 
to  Imk  this  effort  to  a  major  statement  issued  in 
1919  on  simitar  matters.  Entitled,  "The  Bishops' 
Program  For  Social  Reconstruction."  the  slate- 
rnent  called  for:  minimum  wage  legislation:  un- 
employment insurance  and  protection  a^^inst 
sickness  and  old  age:  minimum'  age  .limit  for 
/  working  children:  legal  enforcaff\ent  of  the  right 
of  labor  to  organize:  a  nationlt  employment  serr 
vice:  public  housing:  and  a  loi\g  term  program  of 
increasing  wages. 

It  also  urged:  prevention  of  ext^essive  profits 
.and  incomes  through  regulation  of  public  utilities 


and  progressive  taxes  on  inheritance,  income, 
and  excess  profits:  participation  of  labor  in  man- 
agement; a  wider  distribution  of  ownership 
through  cooperative  enterprises  and  worker 
Ovynership  in  the  stock  of  corporations;  and  ef^  ^ 
fective  control  of  monopolies  even  by  the  method 
of  governmerit  competition  if  that  should  prove 
necessary. 

Most  of  these  proposals  have  been  enacted. 
Partial  progress  has  t>^en  made  toward  others. 
The  1919  statement  provides  a  historical  frames- 
work  for  the  current  resolution  and  evidences  a 
long-standing  concern  for  economic  jUsticet  on 
the  part  of  the  Catholic  community  in  this  coun- 
try. . 
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iVjurrEX_Tt;.jjTiM()NY  OK  Moht  Kkv.  Eikjknk  Maiiino.  Auxiuauy  Hisiiop  of 

WA8HlN«tX)X.  n.C  ()\  nKIIAI.F  OF  THK  U.S.  CATIIOUC  CONFF.HKNCK.  KEtURIMNO 

TiiK  Kru.  KMrU)YMKNT>Nn  Hai-\>( :Ki»  .Okowtii  A(T  OK  ism» 

,.\  INTRODUCTION 

Mr  Cliairnmii,  Menibers  ot  JUe  Coiiiniittee,  I  niii  Bij<liop  Kugene  •  Mnrliio, 
AnxliiJirv  Hishoi)  ofJfcUt'.Oitljmio  ArolulU^'osfr  of  Wn^liifT^'ton.  D.C.  I  am  testl- 
fyiim'  t(Hlav  an  a  nJB^seatatlve  of  the  United  States  Catholic  (^)afei-eace.  the 
national  ai'tioii  a>;en(^  of  the  Roman  (^atliolic  Wisliops  of  tlie  United  States. 
*Witli  nie  todav  is  Mr^.  Hohn  Oarr  of  tiie  staff  of  tlie  Conference.   ,  ,  » 

We  are  \erv  pltMised  to  liave  tliis  opportnnity  to  expre.ss  (nir  views  on  fnll 
eninh>ynient  le^'islatiou  and  in  i)artlcnlur.  11.  U.  50.  tlie  V^W  Employment  and  ^ 
Halance<l  (Srow  th  Act  of  107().  .  , 

Last  Novend)er  .  the  Catholic  lUsIiops  nuaninionsly  adopted  a  nmjor  i>olir.\ 
•^stiitenuitit  an  eronoinic  issnos.  entitled.  "The  KcoiiQ«iy :  Unman  Dimensions. 
Since  this  stafejnent  provides  the  hasis  for  uiy  testimony.  I  have  made  copies 
availahle  ten  the  snhcomndttce -Juid  T  ask  that^  the  text  of  tlw?  .statement  appear 

in  the  recowl.'  »       ^  '  ,      ^  "* 

In  addition  toMliis  stateaient.  onr  te.'^thnony  this  mornhig  flows  from  a 
three-day  hearing;  conducted  hy  a  panel  of  Bishops  on  uneniploynieat  and  sev- 
eral (letnikMl  studies  prepared  for  the  Bishops  nse  by  six  skilled  economists. 
These  hackKnUind  papers  on  miemployment,  inllati(m  and  otiier  issnes  were 
prepared  hy  Dr.  Vanl  Samnelson.  Le(»n  Key.serling,  Rohert  Eisner,  Helen  Gins- 
berg, Daniel  Larkins  and  Lester  Timrow. 

SCOPK  OF  TKSTIMONY 

My  testini(aiy  this  morning  will  not  focus  on  the  technical  aspects  of  the  leg- 
islation before  yon.  You  have  already  heard. and  will  hear  in  the  fntnre  from 
skilletl  and  experienced  i^^rsoas  whose  expertise  will  assist  the  committee  in \ 
evahiating  the  detaiU^l  workings  of  this  legislatiJi.  Rather.  I  speak  ont  of  a 
religious  tradition  of- concern  for  hnnmn  rights  iHid  social  justice.  I  wish  to 
call  to  tlie  subcommittee's  at|eation  the  moral  dimensions  of  "the  matter  before 
.  von.  We  must  fact»  tlic  fact  H*t  at  this  time  onr  national  economy  is  the  nl^t 
tTificnl  setting  for  the  achie>^nient  of  greater  human  dignity  and  justice.  We 
cannot  allow  our  economic  life,  to  be  guided  solely  hy  jnarket  forces  and  the 
dash  of  interest /grcmps.  We  must  insist  that  economic  policy  serve  the 
comnum  good,  the  needs  of  people  and  the  principles  of  social  morality, 
■■  *  •    .■'    *  .  ' 

l^NKMPLOY.MKNT  :  HITMAN.  80<:iAI.  ANO  MORAL  DlMKNSloNS 

Our  interest  in  this  legislation  Hows  fnmi  a  ct>ncern  for  tUe  human,  social 
and  nioral  dimen+^ions  of  eccnnmiic* Iffe.  As  religious  .leaders  and  pastors  Nve 
cann(»t  ignore  tlie  human  suffering  and  deprivation  resulting  from  long-teriff 
unemplovment.  Heliind  tlie  statistics  and  charts  lie  human  lives  and  individual 
trageilies.  Long-term  joblessness-  destroys  confidence  and  hope.  It  diminishes 
self-respect  and  ambifiou.  It  also  erodes  family  relaticmsliips  and  community 
life.  Reliable  data  clearly  documents  the  direct  relationship  of  high  unemploy- 
ment to  increased  levels  of  criine.^  drug  addiction,  alcoholism  and  mental  and 
physical  illness.  In  short,  long-terln  unemployment  threatens  the  basic  human 
dignity  ()f  its  victims  ah(V-iowers  the  ipuility  of  life  for  many  of  onr  citizens. 

In  onr  view,  these  human  a«d  social  consequences  are  just,  as  Important  as 
the  substantial  economic  costs  of  lower  imhistrlal  production  and  lost  govern- 
ment revenues  resulting  from  high  levels  of  unemplo^k'nient.  This  human  toll 
deserves  ecpial  considerati(m  in  your  deliberations.  We  hope  that  legislators 
and  administrators  Willie  fwuslng  on  the  ^technical  workings  and  .statistical 
measHres  of  ec<»nomic  fftrces.  will  cousider  the  very  real  impact  their  poli- 
cies on  families  and  individuals  struggling  to  provide  a  decent  life  for  them- 
selves and  those  who  depend  upon  them.  As. the  Bishop  declared  in  their  state- 
ment of  last  November.  "Otir  economic  life  must  reflect  broad  values  of  social 
justice  and  Imnnin  rights. .  .  .  It  must  people's  needs." 
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CrUKKN  l-  KCONOMIC  BITUATrOX .  .  .  , 

Thin  niesHa^e  at>pears'to  l»o  iu  Mharp  coiitrast  with  rocoiit  eiu'cmru^iMR  news 
^^t  ecoiipiulc  pr«igres>^aml  recovery.  We  welcome  theHe  si^iis  of  recovery  and 
pray  tluit  the^^^fc  Krow  in  inteii*sity  and  strength  month  l)y  month.  However, 
the^  fact  xeumintf«||t^ov^  seven  miUion  Americans  are  out  of  work,  that  one- 
third  of  tliem  h^^^^iWffn  johless  for  fifteen  weeks  or  U)n«er.^07!i^000  adcUfional 
persons  ha-ve.  eiy^ft^WIpoking  for  work  out  of  frustration,  according  to  the 
hitcst  datJt^Iir  ^idltfBC^^()\^er  3  million  iK'r^on.s  are  working  part-time  although 
they  desire  ^i»H*^l¥^^  This  means  11.3  nifillion  Americans  presently  suffer 
some  form. omftjS^  '  ^^^^^  .  • 

is  JmpOTriS^  that  the  recent,  improvement  in  "the  Sconoinrja,  indica- 

tors reftec'ts"  onij^>wratjii  c.4)rogresH.  In  norm{il  times.  H.3  miiifon  persoftx.o^t^'.of 
work  woul^l  lie.cliSgjTTfor  deep  cmiceyn  ajnl- even  outrage,  n^^  t^l^Ifeg>Itf.  is 
only  throuidr  the  ^ifSjfe;^^  recession  that  we  (!itift--^ee  th(>«e  levels 

of  unemt?l().fiiVf nt  as^^efA^jraging  .signs. 

Anotiiey^:ra^ility  ii^iut^^he.se  indicators  represent  overall  averages  and  there- 
fore do  nt^t/fene^ct^nitf^hetiuitahle  distribution,  of  joble.ssness.  While  some 
groupsAi»fce'i\;ci>eHeiictag  r^^lative  prosijerity.  others  remain  at  depression^ levels 
of  ii6emj)lpVment. .Thjltfiqicjal  unemployment  rate  for  blacks  and- other  minori- 
ties. ITc'ttiull.t.  imT^'asNl  one  half  of  one  i)ercent  in  Februarv  to  13.7%.- Nearly 
>one-^#ji(i)f-  frs  e  teel|^age^s  in '  the  job  market  is  still  unemployed.  The  level  of 
uiieftij)lf»XmVt^anioi^  black  teebagers, actually  increased  to  35.2%' in  February. 
Bhle  collngnmeniph)^^  rf^narins  well  oTer  9%,  And  two  and  one-half  million 
persoitf  li^y<f  lit«eu  Aiemployed  for,  fifteen  weeks  or  more  ;  700,000  more  than 
'  (mly  o«Q^y^r>iigo.    '  0,  '  "  : 

^        ^  V-      -  .  r    .  >"      -^^^  A  LONG-TERM  PROBLEM 

"^^^^^i^^^-V"*^"^  is  n<»^,  only  a  short  range,  cyclical  problem  requiring  tempo- 
■^arx-y'JiiWi.sureH  to  allevjate  sufTering.  Kather,  a  careful  amdysis  reveals  that 
•,>inct^*  Wjurld  War  11.  unemployment  has  l)een  substantial,  persistent  and  drift- 
j  ing  in)w^rd.  The  promise  of  the  Kmployment  Act  of         has  not  been  fulfilled. 
\,^In,^jtrt^  it  has  fallen  increasingly  short  of  its  broad  social  and  wonomic  pur* 
^yi***"  joblessness  rose  drainatioally  during  the  recent  recession,  it  took 
^      'theToriirof  an  acute  and  visible  crisis,  superimposed  on  a  long-term  unemploy- 
meii't  problem  resulting  from  the  continuing  failure  of  the.  economy, to  provide 
an  adequate  supply  of  jobs. 

We  beReve  that  llie  slight  improvement  of  the  last  two  months  sliouhl  not 
divert  us  from  the  critical  task  of  devi.sing  long-term  policies  and  comprehen- 
sive programs  that  will  ensure  genuine  full  employment.  Despite  the  recent 
flgure.s.  every  forecast  still  projects  that  large  scale  unemployment  will  extend 
into  the  next  decade  unless  nuijor  new  policies  are  adopted.  The  President's 
.recent  budget  message  assumes  that  under  current  policies  unemployment  in 
■  19S0  wouhl  still  l>e  well  over  5%  of  the  work  force. 

I*OSITION  OF  THK  CATHOLIC  BISHOPS 

The  positi(m.of  the  Amerfenn  Bishops  is  that  these  levels  of  unomplfi^inent 
are  unacceptable  and  their  human  costs  intolerable.  In  their  November  state- 
ment tlu\v  said:  "Fundamentally,  jmf  nation  mu.st  provide^jobs  to/ tliose  who 
can  and  should  work  and  a  decent  income  for  those  who  cannot;  An  effective 
,    national  commitment  to  full  employment  is  needed"t(}  protect  the  basic  hujnan 
right  to- useful  employment  fpr  all  Americans.  It  ougbt  to  guarantee,  through 
aiipropriate  mechanisms,  that  no  one  seeking. work  would  be  denied  an  Dppor- 
•  Af*    tunlty  to  earn  a  livelihood.  Full  employment  is  the  foundation  o^  .justseco- 
■  tvi-  poli<'y :  it  should  not  i)e  sacrificed  for  other  political  and  ,econohiic 

•  V  A«  tln-s  strong  statement  makes  clear,  we  are  committed  to  supporting  cony 
■  ft^)rehensive  legislation  to  guarantee  genuine  full  employment  as  the  f^undatioh 
oUyf  a  just  and  respouTjible  econoukic  policy.  We  want  to  take  this  opportunity  to 
'.^^Ipre  our  basic  support  for  U.R.  50,  the  Full  Employment  and  Balanced 
TVowtli  Act  of  l<)7(i.  and  express  our  view  that  it  provides  the  n>Oi;t  compre- 
hensive and  useful  approach  to  full  employment  now  before  Congress.  This  leg- 
i.slaticm  can  and  .should  be  furtluiT  refined  and  irpproved  as  it  makes  its  way 
through  the  legislative  proce.s.s.  However,  we  urge  that  its  ba.sic  t^^rust 'toward 
comprehensive  planning  and  job  creation  leading  to  genuine  full  euiphjvment 
not  l)e  diluted.  ^  *  • 
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'  HR  50  declares  and  establishes  in  Section  102,  "the  right  of  all  Americans, 
iibie.  wiliing  and  seeking  work,  to  ,usef iil  paid  employment  at  fair  rates  of 
compensation.-  The  iegislation  further  defines  this  concept,  to  mean  adult 
uriemploymeut  rate  of  3%  or  less  withhi  four  years.  ,   „        ,  , 

Tiie  Bishops  in  their  November  statement  proclaim  a  similar,  universal  rignt 
to  useful  eniplovnieut  ut  just  wages.,  We  are  concerned  iiowever,  that  tMe  37o 
adult  mieniployment  figure  wlthii]^  .tlie  legislation  might  be  interpreted  to 
exclude  vomig  people.  The.^e  young  people  experience  consistently  high  levels  or 
joblessness  and  nmny  ifcve  very  real  economic  responsibilities.  We  must  con^ 
sider  the  social  and  psychological  consequences  of  young  people  entering  tiie 
labor  force  to  fiudiho  use  for  their  skills  and  energy.  We  do  not  ^fl^eye  that  a 
person  able,  wiUl/g  and  seeking,  work  should  be  excluded  from  this  legislation 

' because  of  age.'  ^  *    ,      '\  «,t*uj    « w  i« 

Tiie  establishment  of  the  basic  human  right  to  employment  within  H.R.  50  is 
a  major  step  foru^ard  and  provides  a  sound  fpundation  fotf  national  economic 
policy.  ' 

PL.\5INING 

This  legislation  utilizes  two  complementary  approaciies  to  implement  that 
right  Tiie  first  is  a  comprehensive  planning  process  which  requires  the  Presi- 
dent and  Congress  to  set  both  qualitative  and  quantitative  goals  for  full 
employment,  production  and  purchasing  power  and  to  implement  this  plan 
through  speclficflscal,lmdgetary  and  monetary  policies.  ^ 

In  general,  we  support  the  proposed  plannipg  process.  We. believe  it  will  pro- 
vide a  rational  and  overdue  frameworR  for  economic  decisions  and  policies,  We 
are  particularly  encouraged  that  the  Full  ITmployment  and  Balanced  Growth 
Piai^  focuses  on  the  achievement  of  fundamental  social  and  economic  goals  of 
full  employment,  production  and  purchaslflg  power.  Without  d  ^l^ar  articula- 
tion of  the  goals  to  l>e  pursued,  the  planning  process  could  resemble  little  more 
'  l^an  a  series  of  discouraging  forecasts  of  poor  economic  performance,  rather 
riian  purposeful  goals  and  policies  to  achieve  them.  .    ,  , 

-  At  the  same  time,  yve  must  add  a  note  of  caution  regarding  the  central  role 
of  tiie  plannint:  process.  Effective  planning  requires  broad  partiplpation  of' the 
parties  involved  and  real  commitment  to  the  overall  j^als.  The  effectiveness  of 
the- planning  ^r<icess  will  depend  on  the  ability  Of  the  legislative  and  executive 
branches  to  involve  a  broad  cross  section  of  Interests  iiTthe  formuhitlon  of  the 
various  alternatives,  and  tlie  performance  of  those  responsible  to  Implement 
the  plan  While  we  are  impre.ssed  with  the  requirements  foe  the  plan  in  lltie 
1,  Siec  103  and  104  and  the  specific  deadlines  spelled  out  in  the  legislation,  we 
hope  the  sulwomniittee  will  consider  ways  to  strengthen,  the  accountability  of 
those  who  plav  kev  roles  in  the  formulation  and  implementation, of  the  plan 
(eg  the  President,  the  Council  of  Economic  Advisors,  the  Federal  Reserve 
Board  the  Congressional  Joint  Economic  Committee,  the  House  and  Senate 
Budcet  Committees  among  others).  The  revised  legislation  seems  to  rely  on 
general  mandates,  .specific  deadlines,  and  public  pressure  to  insure  adequate 
implementation.  The  experience  witii  the  Employment  Act  of  1946  should  warn 
us  that  good  intentions  and  general  re<iuireinents  cannot  substitute  f of  specific 
mandates  and  effective  oversight.   '  .  ^  ^ 

JOB  CRRATION 

Tiie  second  and  related  approach  to  the  implementation  of  the  right  to 
emplovment  Is  a  range  of.  iob  creaHon  programs  in  both  the  private  and  the 
public  sector.  We  J>elieve  this  section  of  the  revised,  bill  I?  a  major  improve- 
ment on  tiie  earlier  drafts  and  provides  an  essential  complement  to  the  plan- 
ning process  detailed  in  Title  T^'t  ^ 

In  their  Noveiii!>er  statement  tiie  Bishops  declared  their.,  support  for  meas- 
iires  such  as  those  detailed^ In  Title  II.  The  programs  related  to  youth 
unemplovniMit.  «tnictural  and  regional  joblessness  and  aid 'to  local  and  state 
governments  provides  a  sturdy  framework  for  job  creation  efforts. 

We  support  pubHc  service  jobs  for  persons  , who  are  unable  to  obtain  employ- 
ment within  the  private  sector.  We  specifically  reject  claims  that  work  within 
the  public  sector  is  netessarlly  ie.ss  productive,  efficient  or  useful  than  employ- 
ment In  private  industrv.  The  kinds  of  jobs  outHned  in  Title  II  would  help  to 
meet  tiie  vitAl  needs  of  our  people  in  housing,  transportation,  education,  recre- 
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ation  ami  lioalhr:  euro.  Wo  nmiiot  airept  the  iiothm  that  n  iiursoN  aide,  iu  a 
Koneral  hospltiU  or  a  public  sorvioo  cinplo.yeo  rehabilitating  homes  in  our  cities 
i.s^somehow  less  produciive  or  eontril»ntos  less  than  those  In  the  private  sector 
who  sell  products  or  work  in.  a  factory.  Clt'arly,  the  Vast  majority  (over 
of  our  people  will  and  shonld  be  employed  in  the  privrtte  sector  and  we  should 

.  attempt  to  .stimulate  private  emidoyment  tlirough  a  variety  of  means;  including 
some  contained  in  this  le^jlslation.  However,  we  slionld  not  exclnde  the  impor- 
tant and  essential  ig^de  of  public  employment  at 'times  of  limjor  johU^iiw^iess.  We 
therefore  .support  the  startftby  Job  programs  di.scnsSed  in  Sec.  200       and  e) 

'.We  Mieve  it  is  better  to  spji-nd  funds  to'c^eate  and  nniintaln  eaipUn'^ient  thati 
to  r04piire  fanillieTto.snbsi.yt  on  unemployment  oonipensiition  aad  ti'tlier  as.sist- 
ance.  •  •  ,  ,  A 

i!.  VX.*"'^'**  limited  c(mnneats  nmnifest  onr  concern  and  belief  that  th« 

toll  Lmployment  and  Balanced  firowth  Act  of  197«  will  provide  a  large  step 
toward  a  more 'just  and  rational  ei'oifomic  po^tcy.  In  their  jK)liov  statement  the 
American  nisliops  declared:  "iJovernment  mnst  plav  a  role  in  the  economic 
activity  of  its  citizens.  Indeed,  it  should^^jromote  in  a. suitable  aiamier  the  pro- 
ducti()n  of  a^sutticient  supply  of  inaterial  goods.  Moreover,  it  shoidd  safeguard 
tlie  rights  of  all  citizens,  and  help  theul  find  oppfirtunities  for  emplovnient." 
ihrough  structnral  reforms,  a  comprehensive  planning  process  and  job  creation 
programs,  II. U.  50  provides  a  worlcalde  and  ijractlcal  mechanism  for  realising 
tlie  governmental  role  we  have  described.  ' 

Full  eniploynieut  is  not  simply  nn  e<'onomic  issue,  nor  is  it  essentially  a 
political  matter.  It  is  a  fundamental  question  involving  the  qimlity of  life  and 
the  Ijasic  jnstice  of  American  s(H^U^tv.  It/should  not  be  a  partisan  issue  but 
ratlier  an  opportunity  to  dwlare  that  tliis  nation  has-the  nee<lK,  the'^  resources, 
tlie  wdl  and  theu'onipa.ssion  {n  harness  the  creativitv  and  prcKluctivitv  of  all 
its  m?ople.     .    '    .  '  - 

Korty-livc  years  ago,  tiie  American  Gat liolic  nishopsikH-larwl : 
^  '*Onr  country,  needs,  now  iind  permanently,  sneli  a  change  of  lienrt  as  wili, 
inte  hgently.  and  witli  determination,  so  organize  and  distribute  onr  work  and 
wealth  that  no  one  need  lack  for  any  bmg  time  the  security  of  heing  able  to 
ean>  an  adequate  living  for  liiniself  and  for  those  dependent  upon  hini." 

Tlie  iJassage  of  compreliensivc  full  employment  legishition  would  provide  evi- 
dence of  that  long  overdue  -diange  of  lieart."  It  would  also  he  a  significant 
step  toward  great^T  economic  justice  and  opportunity  for  all  Americans. 


^  ■         ^     ,      t.iy  ■ 

CONGRKS.S  OK  TIIK  TTniTKI)  fSTATEH,       f*^  .^5 

•  '  House  OF  Hfpukskntativks.  ^/ 

„      ,  '  .     .       '      "  Washington,  D.C,  May  7,  jl97(J,  ^ 

Hon.  DoMiMcK  P.vNna.s.  i  , 

<^^(iinnan-  ti\ih(*ommHter  on  Mnnjmver,  Uvalth  ami  S<(ifetu, 
EOucntion  and  Lahnr  Cnnimitttc, 

Ifayhurn  nuihUnfj.        '  .' 
Wanhingto^n.  D.(l 

Dk.vr  Dom:  I  would  like  to  submit  the  enclosed  te.stimonv  for  the  record  of 
the  hearings  of  yonr?^nl)conimittee  on  II K  no         '      '        '  , 
Thanks, 
odours. 

Enclosunvl 

'^^^i^  "^^'^J^'^^rned  from  the  Department  of  Health,  Education  and. 
welfare  that  oyer  5^24  billion  was  paid  in  welfare  and  related  .services  and 
over  $21  billion  in  unenu)loynient  compensation  to  citiJ^ens  of  the  United  States 
during  1975.  To  this  $-15  billion  dollars  that  went  to  people  outside  the  work 
force  wc  inasr  add  tlie  Minis  lost  hy^  tlie  lack  of  productivity  of  the.se  people— a 
figure  djim-ult,  to  quantify— to  obtain  the  total  cost  of  welfare  and  unenmlov- 
inent  in  our  nation. 

How  can  we  ccmtinne  to  justify  this  huge  expenditure  arid  the  accompanying 
opportniuty  co.st?  How  can  we  contintie  to  pay  people  not  to  work?  Our  society 
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cries  out  for  Jol)8  to  J>e  done,  wtTvicoH  to  be  performed,  and  proditcts  to  be  cre- 
ated^ Thousands  of  potential  workers  state ^their  readiness  to  go  to  work, ^et 
when  full  Employment  is  propoHetl  as  n  national  Koal,  we  are  told  it  1h  too- 
costly,  or  that  the* inflationary  eflTects  would  he  too  severe,         ,^  >^ 

We  nee<l  only  to  examine  the  figures  I  have  just  cited  to  see  tlie  absurdity 
of  that  position.  Nothing  oonld  be  more  c*)i{ly  tlian  keeping  i)eople  idle,;  noth- 
ing could  be  more  destructive  than  telling  a  citizen  there  is  no  plaee  for  him 
in  the  work  force.  v 

There  are  two  groups  in  our  society  especially  hard  hit  by  the  recession,  the . 
j><)ung  and  the  old.  The  under-lS  and  the  over-iO  worker  have  higher  unQni' 
ployment  ' rates  and  suffer  longer  periods  of  nheniployuieut  than  do  other  agQ 
groups.  Special  efforts  need  to  be  taken  to  bring  unemployed  members  of  tlw?se 
two  groups  into  the  work  forre;.even  as' programs  are  developed  for  the.iwpn- 
lation  at  large.  .  .  '        -j         •         •  ''^      '     ^  ^.  v  » 

11. R  50  is  a  nuxjor  ^ittenipt  to  set  an  nne'mpioyinent  rate  target  (of  3%)  and 
dertili*muchauism.s  to  arrive  at  that' target.  It  places 'uuemploynient  ln  the  con- 
text of  a*g^neral  growtlt-program  and  relate^;  it  to  fiscal  as  well  as  manpower,, 
policies.  Its  gojil  of  3%  unemployment  is;^ambiti4)us  but  wholly vpossi^)le:  Other 
Wj^^tern  countries  Imve  nMicheil^  it;  there  is  no  reascm  why  this  country 
camieu.  ^   .  '  V  X       .  a 

•  I  fuJly  support  til  is  legislation  amf'ui^e  Its  spee<iy  piissage  by  tjie  IlonsG. 

.'  -         ^    .  ■     ^•^"i^-  - '''' '  ■ 
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